REVIEWS 
AND 
INFORMATION 


The Magazine of Wall Street 


FINANCIAL BOOK SHELF 


NEW AND 
STANDARD 
BOOKS 








A Significant New Out- 
look on the European 
Situation 
EUROPEAN 
JOURNEY 


by 
Sir Philip Gibbs 


Entertaining! 
Informative! 


Just Published 
342 pages 








Every Investor Interest- 
ed in the Oil Industry 
Should Own the 


PETROLEUM 
ROYALTY 
HANDBOOK 


Just Released! 
64 pages 


Only 50c¢ 








A Vigorous and Impar- 
tial Criticism of the 
New Deal 


THE 
ECONOMICS 
OF THE 
RECOVERY 
PROGRAM 


by 
Seven Harvard 
ECONOMISTS 


Published 1934 
188 pages 


Financial Book Shelf 
Magazine of Wall Street 
90 Broad St., New York, N. Y. 


Enclosed is remittance of $———— 
books I check, ( ) European Journey ( ) Petroleum Royalty Handbook 
( ) The Economics of the Recovery Program. Volume numbered (_ ) 1. 


O2¢€)93¢)4¢)50)606)920¢ 98 





The Anxious Europe of 1934.... 

In the Spring and Summer of this year, Sir Philip Gibbs journeyed 
through France, Switzerland, Italy, Austria, Hungary, Germany and 
the Saar recording the ideas, hopes and fears moving in the minds of 
common folk as expressed in wayside conversation. “European 
Journey” brings us this authentic account of the forces alive in Europe 
today—twenty years after the beginning of the war. Uncolored by 
diplomacy, high finance or political advantage this book holds a special 
significance for those interested in foreign securities. 

Some hint of the fascinating contents may be gained from a glance 
at such chapter titles as The Spirit of Paris, Provincial France, Italy 
under the Fasces, The Austrian Tragedy, Hitler’s Germany, The Saar 
before the Plebiscite, The Dilemma of Hungary. The material was 
garnered from “the minds of men and women in the fields and fac- 
tories, small shops and modest inns—the ordinary working folk who 
iry to get a living somehow.” What hopes do they have for the future? 
How do they like their dictatorships? How have conditions influenced 
their daily lives and thoughts? The volume is illustrated with a set of 


twenty charming sketches. 
Christmas book orders given special attention! 


Benefits and Dangers of Oil Royalties .... 

Within recent vears the oil royalty has grown to be a most important 
avenue of investment for those who wish to share directly and _ per- 
manently in the financial success of the petroleum industry. Along 
with the legitimate royalty dealers, who serve the best interests of the 
investor and the industry, a minority of swindlers appears to be oper- 
ating in this field today. To arm the investing public against mis- 
leading information and to permit the accurate appraisal of a royalty 
quickly, “The Petroleum Handbook” has been published at the nominal 
price of fifty cents. 

This handbook is a presentation and interpretation covering every 
phase of the petroleum industry pertaining to oil royalties. Beginning 
with a discussion of the types of royalty interests and investments, it 
describes how to buy and sell them, the factors that affect their value 
and how they should be computed. Of special importance are the 
chapters devoted to the national petroleum situation and The Federal 
Royalty Regulations. Operating and production figures are given for 
major oil fields. Informative tables and charts are used freely. 


Send for our latest list of worthwhile books! 


Analyzing the Recovery Program... . 

Seven Harvard economists have put into non-technical language their 
interpretations of the government’s economic program. Candid, im- 
partial and with complete avoidance of either partisan ballyhoo or 
condemnation, the authors take up, one by one, the major groups of 
New Deal measures. In analyzing each of these they aim to answer 
such questions as: What is the immediate effect it is meant to pro- 
duce? Are the means chosen likely to achieve that end? Will that 
effect, if actually obtained, help to bring about recovery? 

“The Economics of the Recovery Program” is offered to the investor 
and businessman as an invaluable guide to the main ideas underlying 
the administration’s policies—with special emphasis on events during 
the past year. A brief survey of some previous periods of depression 
and recovery is followed by chapters on purchasing power, control of in- 
dustry, labor, higher prices, and agriculture. The closing discussion, 
entitled “Economics vs. Politics”, appraises the aims of the recovery 
program and its broader and more permanent aspects. 
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The Investor’s 
Pocket Guide— 


Whether you want to keep regularly 
posted on the securities you now hold 
—or in checking the outlook and posi- 
tion of investments you contemplate 
buying—then you will want to have 
“Adjustable Stock Ratings” always 
handy. 


Here are the facts this 112-page, pocket- 
size handbook revises and brings up to 
date monthly, on all the 1525 leading 
common and preferred stocks on the 
New York Stock Exchange and New 
York Curb Market. 


—the lines of business represcnted by 
the investments in which you are 


interested. 
—the industries — the companies 
which are going ahead — those 


which are declining. 

—funded debt, if any. 

—dividend rates—and dates. 

—the 1932 and 1933 earnings—the 
interim earnings for 1933 and 1934. 

—the 1933 and 1934 price ranges. 

—ticker symbols. 

—*the “low prices” since July 1st, 
1933— so important in figuring 
minimum margin requirements and 
maximum loan values under new 
market regulations. 


Only $2.50 a year will bring you 
“Adjustable Stock Ratings’—published 
the 15th of every month—the most com- 
plete, most frequently revised informa- 
tion you can possibly secure—equal to 
services costing up to $40 and $50 a 
year or more. 


* We have just completed handy, pocket-sized 
tables which, using the “lows” since July Ist, 
1933, as given in “Adjustable Stock Ratings,” 
can enable you to find minimum margin require- 
ments and maximum loan values at a glance. 
You can have a copy of these tables, free, if your 
subscription is received, within the next 10 days. 


Mail your order now— 


The MAGAZINE of WALL STREET 
90 Broad Street, New York 

{(}I enclose $2.50. Send me 
ADJUSTABLE STOCK RATINGS 
monthly for one year—also tables of 
“Minimum Margin Requirements and 
Maximum Brokers’ Loans” FREE. 
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With Our Readers 


Sirs: 

If what I read in the newspapers is 
true, this country must surely be head- 
ing for good times. “Business Pledges 
Its Aid to Speed Recovery Plan; Sees 
Results by January.” “Industry to 
Draft Recovery Program as Aid to 
Congress.” “R F C Acts to Speed 
Loans to Industry.” “No Swing to 
Left is Farley Pledge.” ‘Washington 
Maps a Factory Drive; Billion-Dollar 
Need is Seen for Plant Replacements in 
Recovery Campaign.” These are front- 
page headlines in the New York Times 
during the last four days. What a re- 
covery parade this is!) How much fire 
is under all this smoke? I can’t help 
but remember that only a little over 
a year ago half of New York City 
paraded up Fifth Avenue for NR A 
and the Blue Eagle while the other half 
watched and cheered and tears dropped 
from the eyes of General Johnson at 
sight of this enthusiastic “co-opera- 
tion.” It is a long time since I've seen 
a Blue Eagle poster in any window. 
You have to give the New Deal credit 
for knowing its stuff when it dishes out 
the propaganda—but can we ballyhoo 
our way to good business?—V. R. L., 
Brooklyn, N. Y. 


We are, indeed, a mercurial people; 
but why rub it in? The Blue Eagle 
rests in peace, and anyway that bird 
had the best of intentions. As for 
propaganda, it has its uses and also its 
limitations. The ballyhoo as at present 
directed is in the right direction, can 
do no harm and probably will do some 
good, for that intangible thing called 
sentiment is a not inconsiderable busi- 
ness factor. We have no objection to 
seeing it fed a little constructive propa- 
ganda, for we believe there is at least 
some fire under the smoke that you 
now see.—ED. 


Sirs: 

You've had a lot to say about infla- 
tion and urged your readers to buy 
good stocks. When I look at several 
of my stocks that I thought were good, 
including Consolidated Gas, I wish I 
had good bonds! Now nobody is talk- 
ing about inflation and evidently the 
Roosevelt Administration doesn’t want 
it because I read that Richberg said in 
his speech at Atlanta that “of all quack 
remedies the worst that is offered to 
this nation in the cold gray dawn of 
recovery from the intoxicated follies of 
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1929 is to get drunk again in another 
orgy of inflation.” It was Roosevelt 
that pulled this business of inflation out 
of his hat. Its kind of like sleight of 
hand. Now you see it; now you don’t. 
—J. P., Los Angeles, Calif. 


You confuse yourself on a matter of 
definition. In the broadest sense and 
the one most simple to understand, in- 
flation, whether of the currency or 
bank credit, reflects itself ultimately in 
a rise of prices and the cost of living, 
with a corresponding shrinkage in the 
purchasing power of fixed incomes. 
With the Federal budget far out of 
balance, we are moving toward either 
a currency inflation or a credit infla- 
tion, neither of predictable scope. It is 
the latter variety of inflation that the 
Administration favors and is striving to 
produce. Even if capable of control 
before it gets out of hand, either type 
of inflation will reduce the purchasing 
power of the dollar. Hence, for the 
long term sound common stocks possess 
inherent advantages. We thought we 
had clearly explained this line of reason- 
ing. We have also pointed out that 
utilities, with fixed rates, would benefit 
by no type of inflation. Since the 
Roosevelt bull market started Consoli- 
dated Gas has never appeared on our 
list of recommended issues.—Ep. 





Sirs: 

Even the lowest criminal on trial for 
murder has a chance to plead his case, 
but the utility investor will be wiped 
out completely without any chance at 
all. What company can reduce its 
rates down as low as the Government’s 
rates, with millions at its disposal? I 
consider I get more good out of elec- 
tricity even at 9 cents a kilowatt hour 
than I do out of anything else. Now 
in New York State the Power Author- 
ity says it should be sold at 3! cents. 
Why don’t you bring up the question 
of the Government taking over the 
coal fields? Look at the price of coal, 
$9 to $10 a ton. I don’t read about 
anyone agitating for lower coal prices. 

That’s what would count—$26 a 
year for electricity and $70 for coal. 
—Mrs. M. E. E., Trenton, N. J. 


We have tirelessly and insistently 
fought the battle of the public utility 
investor against grossly unfair treat- 
ment, but candor forces us to admit 
that it appears to be a losing battle. 


The New Deal has merely carried to its 
logical conclusion the most ancient of 
political devices, namely, to curry favor 
with the mass of voters by slamming 
the utilities. Unfortunately, this pays 
dividends in votes and will do so as 
long as the public is fooled by this false 
emphasis on what is one of the most 
minor economic problems of the aver- 
age person. The most expensive thing 
in this country is government and 
taxes. One of the cheapest is elec- 
tricity. What the New Deal may save 
the individual in electricity will be a 
veritable drop in the bucket compared 
to what it will cost him in taxes. The 
public is going to learn this simple 
reality some day, but the damage to the 
utilities will have been done. Govern- 
ment rates will look cheap only because 
part of the cost will be passed along to 
the taxpayer. Government never ran 
any business venture successfully or 
efficiently. It is the absurdity of the 
age that millions apparently believe it 
can do so in the utility field —Eb. 





Sirs: 

With caustic comments thereon, you 
printed a brief extract from my letter 
on the Deane Plan, to which I feel 
compelled to make reply. The Deane 
Plan contains two bold assumptions— 
(a) that the entire national income is 
expended; and (b) that it is expended 
exclusively for consumers’ goods or 
producers’ goods. You neither admit 
that any portion remains unexpended, 
in safety vaults and in banks; nor that 
a generous percentage is spent for 
things that can not be hooked up with 
expenditures for consumers’ goods or 
producers’ goods. You took keen en- 
joyment in attacking my statement re- 
garding “certain items being outside 
the realm of economics,” although my 
exception, hurriedly written, should 
have been regarded as a qualification. 
—C. W. W., Brooklyn, N. Y. 


We took exception and still do to 
your statement that ‘‘as a matter of sub- 
stantiated fact” 30 or 40 per cent of 
the national income is spent for things 
unrelated to the economics of produc- 
tion and distribution. Any dollar or 
any dime spent for anything whatever 
is most assuredly within the realm of 
economics. If you think our innocent 
remarks were “caustic” ‘you simply 
don’t know how caustic we can be. 
—Ep. 
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| WITH THE EDITORS 








6 & IGURES don’t lie, but liars 
7 figure.” : 

So goes an ancient wheeze 
containing a germ of horse sense that 
investors may well ponder from time 
to time. This is an age of statistics 
and charts. One can not escape them. 
Since those appearing in reputable pub- 
lications are compiled as accurately as 
is humanly possible, it is not a matter 
of deceit that we are concerned with, 
but a question of judgment and inter- 
pretation. 

Certainly economic statistics are 
highly useful, but it is easy to lose 
sight of their limitations. For example, 
there is no perfect index of aggregate 
economic activity, although there are 
many indexes which reflect the econom- 
ic trend reasonably well. The fact 
is that some important phases of eco- 
nomic activity are not subject to pre- 
cisely accurate measurement from week 
to week. 

Thus our statistics of employment 


Fallible Statistics 


are estimates, varying quite widely. 
Similarly, statistics of real earnings, or 
the purchasing power of wages, are 
estimates more or less accurate. Changes 
from week to week in the aggregate 
volume of retail trade are also esti- 
mates. 

The majority of well-known “busi- 
ness indexes” are chiefly indexes of 
industrial production. As such, they 
are both closely accurate and helpful. 
The figures upon which they rest are 
obtainable weekly, affording the most 
practical current guide to the economic 
trend. 

It is worth remembering, however, 
that industrial production is not the 
same thing as aggregate economic ac- 
tivity. For example, we well know, 
although we can not measure the exact 
ratio, that industrial production at 
times runs ahead of general public con- 
sumption and at other times falls below 
it. We know beyond question that it 
far outran immediate consumption in 





between 
Its advance 
over the past nine weeks suggests that 
it had fallen below the level of public 
consumption last September at the cul- 
mination of the decline of last sum- 


the fast production spurt 
March and July, 1933. 


mer. 

As a generality, indexes of industrial 
production tend to exaggerate both de- 
pression and recovery. Since we are 
still in a period of depression, it is a 
hopeful thought that our real economic 
situation is not as bad as most business 
indexes show it. Real earnings, for 
instance, taking into account the cost 
of living, are estimated at around 80 
per cent of the 1929 level. 

An index of production, purchasing 
power and the movement of all freight 
—both by railroad and motor truck— 
would give a more optimistic picture 
than is usually offered to us. Lacking 
it, we see no reason why one should 
not mentally add 10 per cent for op- 
timism to the present business charts. 
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Critical Legislation from Coming Congress 


By THEoporE M. KNAPPEN 


Banking and Currency Legislation?,—A Statutory Work Week?—Railroad Regulation?— 
Security Act of 1933 Liberalized?—Taxation?—And Many Other Vital Questions. 


Utilities Rising in Their Own Defense 
Rights of Investors at Stake in Coming Battle 


By Ernest GREENWOOD 


The Motors for 1935 


An industry that has registered encouraging sales gains compared to last year, yet which now 
faces rising production costs. Will profits be curtailed or will further increased volume offset? 


By GeorceE W. MarTuis 


Part II1.—Companies Whose Earnings Exceed the 


Boom—and Why 
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For some time, the rumor that Packard was 
bringing out a low-priced car has been dis- 
cussed with great interest all over America. 


A letter from the president of Packard 
to the Company’s 112,000 stockholders 
and 240,000 Packard owners is the first 
public announcement of this new car. 
We believe this letter to be of such general 
interest that we reproduce it here. 
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INCREASED INCE a normal revival of long’ __ still enduring. Everything is spic and span and well 
FINANCING term financing is essential to groomed. Buildings are in good repair, new paint 


normal economic recovery, it 
is encouraging to note that security flotations thus 
far this year show an upward trend. For the first ten 
months of the year bond and stock flotations by corpora- 
tions amounted to $498,438,870, as compared with only 
$255,704,410 in the corresponding period of 1933. For 
the month of October such financing totalled $45,881,- 
670, against $5,383,310 in 1933. 

This aspect of recovery, however, still has a very long 
way to go, for even under the depressed conditions of 
1931 such flotations in ten months amounted to $2,565,- 
574,900. Moreover, the great bulk of this year’s financ- 
ing does not represent the raising of new capital for 
industrial expansion, but the refinancing of old 
obligations, usually with a saving of interest charges. 
More than $40,000,000 of October’s total financ- 
ing of $45,881,670 was refinancing of this charac- 
ter. Perhaps we can take hope in the thought that abil- 
ity and willingness to refinance is a prelude to ability 
and willingness to raise additional long-term capital. 


—_ 
WE ARE NOT ETURNING from Europe 
CAST DOWN Ludwig Lewisohn, writ- 


er and philosopher, is im- 
pressed that America has such a smart appearance 
He finds no obvious signs of the agony the country is 


glistens, streets are clean. And as for the people, they 
are remarkably well clothed and shod, energetic in 
stride, bright-eyed and uncowed. In short Mr. Lewi- 
sohn finds none of the outward signs of the effects of 
the depression which are unescapable in Europe. Some- 
thing of this better appearance of Americans is doubt- 
less due to the superior morale of a people who have 
held fast to their democracy and avoided the tyranny 
that crushes the people in so much of Europe. 


—_ 


THE UTILITIES N the matter of public rela- 
FIGHT FOR LIFE tions the utilities are be- 

tween the devil and the 
deep blue sea. If they seek aggressively to present their 
case to the court of public opinion, they are accused 
by their political regulators of squandering funds for 
propaganda. If they sit silent, on the other hand, their 
position will be steadily undermined by relentless poli- 
tical attack in the form of official pressure for rate re- 
ductions, ever rising and even punitive taxation and, 
finally, Federal competition itself. 

Their decision to fight and to go to the courts is the 
only decision that could be made. Retained as counsel 
by Thomas N. McCarter, president of the Edison Elec- 
tric Institute, Newton D. Baker and James M. Beck, 
each an eminent constitutional authority, have come to 
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the conclusion that the T V A legislation is “palpably 
unconstitutional” and that co-operative actions of 
T V A and P W A in forcing sales of property of 
private utilities under threat of gifts and loans to 
municipalities are likewise unconstitutional. It is signi- 
ficant that Mr. Baker, an eminent liberal, and Mr. 
Beck, an eminent conservative, have arrived at the same 
conclusion. 

There will, of course, be a counter-attack. The 
politicians who have beguiled the masses with Utopian 
dreams of unlimited cheap power—saying little of the 
inevitable cost to the taxpayer—will at once denounce 
the selfish and “sinister” motives of this opposition. 
Self-protection is the first law of nature. Is it “‘sinister” 
to oppose the ruthless political destruction of private 
investment? We think not, and we will root for the 
utilities—though the odds and the cards are heavily 
stacked against them. 


=~ 
OLD AGE HILE President Roosevelt has 
PENSIONS not evinced so much interest 


in the early adoption of old 
age pensions as he has in unemployment insurance, 
there is little doubt that some Federal propulsion will 
be given to it at the coming session of Congress. This 
may be a field in which governmental pecuniary co- 
operation is more advisable than in that of unemploy- 
ment relief, although it would seem to be a state and 
local responsibility. The growing humanitarianism of 
the times will not much longer tolerate the neglect of 
the dependent aged. Millions of old people are guilty 
only of the fault of not having achieved economic inde- 
pendence. It may be said of many of them that their 
service to society has been as great during their strength 
as that of their personally more successful fellows. The 
care of the helpless aged is peculiarly a duty of indus- 
try, although the body politic cannot escape a share of 
the burden. Attention has recently been called to the 
co-operative old age pension systems of the Liquid 
Carbonic Co. the clothing trade group of Roches- 
ter, N. Y., and the Procter & Gamble Co., of 
Cincinnati. There are many other instances, and 
Congress recently has imposed the establishment of old 
age pension systems on the railway companies. The 
economically incompetent aged are in some manner and 
degree cared for now by the local governments, but for 
the most part the manner, if not the degree, is not one 
that reflects credit on the public or brings tranquility to 
the unfortunate veterans of life’s struggle. 


—— 
THE REAL DIFFERENCE of opinion on 
ISSUE Federal housing policy be- 


tween Messrs. Moffett and 
Ickes has recently been aired at Washington. Mr. 
Moffett, head of the Federal Housing Administration, 


-believes the revival of construction is a job for private 


initiative and private capital. Mr. Ickes has his doubts 
that private capital is able or willing to do the job soon 
enough, and favors Federal financing of a large pro- 
gram of low-cost housing. 


The average American, we believe, will instinctively 
accept the Moffett point of view. Yet the fact is that 
these divergent generalizations do not go to the heart 
of the matter. Housing is depressed chiefly because 
its cost is excessive. The elements of cost are wages, 
materials, financing and taxes. The Moffett approach 
tackles only one of these elements—financing. Curi- 
ously, it is the liberal Mr. Ickes who recognizes the 
practical reality that building wages and materials are 
out of line. Neither approach, of course, touches taxes. 

Thus far in the Federal effort to stimulate housing 
we have a confusion of economics and sociology. The 
first essential is for the Administration to decide clearly 
what its goal is. It is one thing to provide housing for 
people; another thing to encourage them to provide 
housing for themselves. If our choice is the latter, the 
basic remedy is to seek a reduction of the chief items 
of cost. Without this lowering of costs—whether 
through concessions on wages and materials, along with 
financing charges, or through a new technique of pre- 
fabrication—there will be no enduring revival of pri- 
vately-financed construction either under the Moffett 
plan or the Ickes plan. We have had enough of prim- 
ing the pump—without first repairing the defects which 
keep it from working. Repair them and the pump will 
not need priming. 


i 


ETAIL trade is perhaps too 
much neglected when _busi- 
; ness signs are reviewed, al- 
though it represents final consumption, not only of con- 
sumers’ goods but to a considerable extent of producers’ 
goods. At present notable gain in both the volume and 
the value of retail trade coincides with a mild expansion 
of the business activity indexes based on production. 
According to the National Retail Dry Goods Associa- 
tion retail sales in 70 cities gained more than 9 per cent 
in the first half of November as compared with the 
corresponding period of last year and a survey of stores 
in thirty states indicates that December trade will be 
11 per cent over those of December, 1933, and 21.5 
per cent higher than in December, 1932. By way of a 
bit of pardonable boasting the Association remarks that 
the expected December business of $4,500,000,000 will 
be almost equal to the net operating income of the rail- 
roads for a whole year. It is noted also that credit 
buying is increasing. Grocery sales are steadily gain- 
ing. The outlook for spring trade in the consumers’ 
goods industries is for a gain of 15 to 20 per cent 
over 1934. Part of this increased consumption must 
affect the durable goods industries. It is particularly 
gratifying to observe that even the districts which were 
visited by drought last spring and summer are showing 
gains. The latter fact is doubtless due to A A A bene- 
fits and FER A help, but the beneficial results are 
undeniable. Perhaps a considerable part of the general 
increase of purchasing is due to the disbursement of 
both recovery and relief funds, but if business is really 
in recovery, such purchases are a kind of discount of 
the future—more stimulating than an equal amount at 
a later phase of recovery. Moreover, the trade gain is 
in units and not price. 


BUSINESS IS 
BETTER 
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WISHFUL Ge NCLE SAM” as a Santa 
THINKING Claus has become more 

than an apt wisecrack. 
Among literally millions of our people there is a grow- 
ing demand that the Government take care of their 
problems. Despite wide differences of objective and 
method, this is the basic philosophy of numerous spe- 
cial pressure groups now building up their lobbies. It 
is difficult to blame them when we see men in responsi- 
ble public office expounding the most Utopian philoso- 
phy and indulging in wishful thinking to an inordinate 
degree. 

The plans of these well-meaning leaders are natur- 
ally appealing. In a perfect state, devoid of most of 
the human weaknesses and failings, one could not fail 
to endorse them. But we must face problems in a 
world of realism. We must demand to know the cost 
and where it is to come from. 

Harry L. Hopkins, Federal Relief Administrator, 
made the flat assertion in a recent public address that 
security for needy families is the responsibility of the 
government. Not relief, mind you—security! 

“By security I don’t mean merely the care offered 
on relief rolls,” he explained. “To have security people 
must have homes, they must have land. I propose giv- 
ing needy families ten acres of ground and a house; 
and then letting them subsist on that land with relief 
help. That to me is security.” 

No word of the cost. No doubt that the urban un- 
employed are either desirous of being moved to the 
country or fitted to extract even a partial subsistence 
out of the land. No conjecture as to what such a 
scheme, if successful, would do to the present market 
for farm products, which government is also zealously 
striving to uphold. No recognition that there will be 
security for no one if we persist in following the free 
spending road at the end of which stands national 
bankruptcy. 

Equally wishful thinking is attributable to the Mayor 
of the great City of New York when he recently 
demanded that the Federal Government permanently 
provide for a large number of the unemployed which 
the cities and the states could no longer take 
care of. 

“The Government,” he adds, “should set up some 
agency to lend the cities money for approved public 
works at Y of 1 per cent interest. I say Y of 1 per 
cent because this will pay for administration and will 
remove it from the realm of inflation.” 

Has the Federal Government a magic and bottom- 
less money bag out of which to lend at of 1 per cent? 
Obviously not. Unlike the cities and states it can 
print money, but this would be disastrous. Otherwise, 
its power to get money in the final analysis rests simply 
on its power to levy on the income which individuals 
and corporations produce. 

This is what the idealists fail to realize. In the 
extremity, they would produce the situation where those 
employed would be the slaves of the unemployed, where 
those who still had possessions would find them com- 
pletely mortgaged to those who had not. How else 
could the Townsend Plan work out, with its proposal 
to abolish depression by having the Government give 
$200 a month to every person over 60 years of age on 


pledges that they spend it all each month? What other 
end can be expected if the restless agitation inspired by 
the E PIC plan in California is not tempered with 
more practical common sense? 

We cannot afford to go on amassing debt by waste- 
ful pump priming expenditures nor by open handed 
and profligate giving to whatever group is able to carry 
on a strong lobby. 


~~ 
WHAT'S IN EGARDLESS of the ultimate 
A NAME? economic recovery which may 


grow out of the present rap- 
prochement between the New Deal and business, it 
is certain that for some time to come the Administra- 
tion will adhere to a policy of large emergency spend- 
ing and correspondingly large borrowing. It is not 
too much to say that the ability to borrow is the back- 
bone of the Roosevelt program. Realizing this fact, the 
Administration, it is now reported, is considering plans 
to make sure that its borrowing and refinancing pro- 
gram will meet with no “obstruction.” 

Specifically, according to Washington dispatches, the 
conviction is spreading among Administration officials 
that it must obtain from Congress a greater degree of 
control of the Federal Reserve System. That system, 
theoretically independent, has already been subjected 
virtually to White House and Treasury domination. 
This could be made complete with a few minor changes, 
such as giving the Federal Reserve Board power to 
appoint the governors of the twelve Federal Reserve 
banks. 

This idea is frankly advanced as the only alternative 
to the establishment of a Federal central bank. As a 
matter of fact, there is no important practical difference 
between such a central bank and a Federal Reserve 
System controlled by the executive arm of the Federal 
Government. The Federal Reserve System was de- 
signed in the interest of American business as a flexible 
credit mechanism. When it was formed in 1913 the 
Federal Government had no large scale borrowing 
problem. 

The transformation of this system into an agency 
whose major function is to provide any amount of 
credit that the incumbent Administration desires, and 
on that Administration’s own terms, would represent 
a basic and far-reaching change in American public 
policy. It would remove such small check to political 
extravagance as remains. It would set up an inflation- 
making machine limited only by the impulses of the 
Administration in its role as the world’s greatest 
spender. We believe it is potentially one of the most 
dangerous steps ever proposed in this country. 


~~ 


PROSPECT advice will be found in the 
discussion of the prospec- 
tive trend of the market on page 180. The counsel 
embodied in this feature should be considered in con- 
nection with all investment suggestions elsewhere in 
this issue. Monday, December 3, 1934. 


THE MARKET (ye most recent investment 
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ally or Recovery’ 


Industrial Issues Reach New Highs as 


Business Activity Gradually Expands 


By A. T. MILLER 








HE stock market’s opti- 
mistic philosophy at 
present appears to be: 

“Day by day in every way 
things are getting better and 
better.” 

Industrial shares have edged 
forward to the highest level in 
eight months, showing an in- 
termediate recovery, at this 
writing, of some 18 per cent 
from the bottom level of last 
September. Only a further 
advance of around 7 per cent 
would be required for this 
group, on the average, to find 


General Electric 
Pullman 
Standard Brands 
Union Carbide 


Chrysler 


Stocks Recommended for Current 
Purchase 
Commercial Credit 
American Cyanamid 
Atchison 
Continental Oil 
Great Western Sugar International Harvester 


Sears, Roebuck 


of the railroads, the flow of 
the news affecting them is now 
favorable. This statement is 
not made in prediction that 
the rail stocks will in the near 
future advance through their 
August resistance level, but 
merely to emphasize the 
thought that, with the news 
apparently favorable, their 
failure to do so would almost 
inevitably throw some doubt 
on the longer significance of 
the general market's present 
phase of recovery. 

The technical indications of 








itself perched once more at 
what up to now has been the 
peak of the New Deal bull market, as marked by the 
“double top” of July, 1933, and early February, 1934. 

The past fortnight has likewise been encouraging in that 
pressure on railroad and public utility shares first was 
relaxed and thereafter gave way to rallying tendencies. 
At the moment the substantially improved performance of 
the rails can be regarded as a most gratifying development, 
since it was clearly needed to maintain confidence in the 
validity of a forward movement based on increased op- 
timism regarding the general business outlook. 


Position of Rails 


Thus far, however, this change for the better in the 
speculative pattern of the market can be considered of only 
tentative significance, for even the premier rails are rela- 
tively far behind the industrial group, and the rail group 
as a whole is not yet convincingly through its resistance 
level of last August. 

In view of the special difficulties confronting the public 
utility stocks, there is no reason to believe that a somewhat 
negative performance on the part of this group would act 
as a drag on the rest of the market. But the same reason- 
ing can not logically apply to the rail shares, or at least 
to such financially strong carriers as Atchison, Union Pacific 
and Pennsylvania. If the presently more encouraging poli- 
cies of the Administration justify increased hope that we 
are moving toward a more or less orthodox economic recov- 
ery, the vast rail networks of these major carriers can not 
fail to reflect the resultant increase in the movement of goods. 

There is every indication that the Administration will 
push a program of remedial rail legislation in the coming 
session of Congress, including the bringing of all types of 
interstate carriers under the regulation of the Interstate 
Commerce Commission. 

In short, with full allowance for the very real problems 
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most practical importance re- 
main favorable, despite the 
substantial scope of the advance already achieved by most 
industrial issues. The volume of trading has expanded 
somewhat, but the movement at no time has bordered on 
speculative excess or excitement. There is little evidence 
of any substantial increase in so-called public speculation. 
With only a $4,000,000 expansion over the past week, 
brokers’ loans remain at a low level. 


Movement Cautious 


In additional preservation of technical strength, the 
market has refused any temptation to go into a line advance. 
Instead, it has been subjected to frequent technical reactions 
of minor proportions and three times since mid-September 
has paused cautiously on horizontal trading shelves. 

There is little reason to expect this irregular and cautious 
pattern to be substantially altered in the immediate future. 
Indeed, it would not be at all surprising if another period 
of horizontal consolidation is shortly encountered, whether 
around present price levels or a level moderately higher. 

Without a doubt, looking back over some ten weeks of 
persistent advance, most investors and traders are asking 
themselves such questions as: Is this just another rally? Or is 
it the start of a solid and enduring recovery? 

We are frank to say that no one can positively answer 
these questions for the reason that the factual evidence 
available at present is not by any means conclusive. The 
market is actuated by hope of better business and better 
corporate earnings, as well as by the insistent pressure of 
surplus investment funds seeking yield. We believe hope 
of improved business activity over coming months is justi- 
fied, but, obviously, the scope of probable improvement is 
a matter for the event to demonstrate. 

That speculative hope, rather than investment demand, 
is the larger lifting force in the market at present is by 
no means abnormal. Most broad market movements are 
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founded on psychological as well as tangible factors. 
The factual evidence to be considered can be succinctly 
stated. The market’s recovery began after the banking 
holiday of March, 1933, and by July of that year had 
attained spectacular proportions both in advance and specu- 
lative activity. That movement was followed by an inter- 
mediate reaction of, roughly, 25 per cent, culminating in 
October. Next came an almost identical advance, topping out 
in the first week of February, 1934, approximately where 
the first phase of recovery halted during the preceding July. 


The Trading Pattern 


This movement was followed by another protracted inter- 
mediate reaction, the scope of which was, again, around 25 
per cent. The present recovery from that decline, amount- 
ing thus far, as above stated, to approximately 18 per cent, 
is really the market's third phase of broad advance in a 
period of twenty months. It is accompanied by what ap- 
pears to be the start of the third phase of advancing busi- 
ness activity during the same period. 

Now from a purely technical point of view, the fact is 
that since late July, 1933, the market as a whole has merely 
fluctuated within a fairly broad trading range, is still within 
that inconclusive range today and will be within that range 
unless and until it advances on decisive volume through the 
now familiar “double top”, presently some 7 per cent above 
us. 

For the sake of perspective, it is worth observing that 
the fast initial recovery in 1933 involved predominantly 
artificial factors, notably the Roosevelt monetary tinkering 
and anticipation of N R A code prices. The second phase 
of market recovery—destined to prove of no more than 
intermediate significance—rested both on a rising trend of 
general business and an 


can only be benefited by business expansion and not at all 
by inflation—have fared less well than in the inflationary 
markets of last year and the first few weeks of 1934. 

It need hardly be said that these generalizations do not 
give the full perspective. For many months, in all kinds 
of markets, numerous individual industrials have been 
establishing new highs of recovery, well above previous tops 
of either July, 1933, or February of this year. In these 
instances especially favorable earnings trends or the pres- 
sure of surplus funds seeking dividend income or both 
have been operative; and such factors will continue effective. 

In summary, both the market advance and the business 
advance can go materially further without offering positive 
proof of more than another intermediate and limited re- 
covery. There is a basis in present Administration policies 
for hope that the movement will prove of greater signifi- 
cance than this, but until either the indications or the evi- 
dence are more conclusive, we think it just as well to temper 
optimism with more than a mite of realism—especially at 
a time when an encouraging business improvement is being 
exaggerated with a flood of “better business” propaganda 
in the daily press. 


Investment Policy 


So far as genuine long-term investment policy is con- 
cerned, the above considerations do not change the picture 
in the slightest. The basic national alternatives remain 
credit expansion and business improvement or further de- 
preciation of the monetary standard. The Administration 
is striving to follow the former road, bzt without a Federal 
budget anywhere near balance and without abandoning a 
variety of broad social reforms which will cost money that 
will have to be borrowed. Whatever the outcome, sound 
equities must remain 
favored. 





inflationary impetus im- 
parted by the formality of 


Short-term trading 
policy is quite another 





dollar revaluation. The 80 
present, or third, period 
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matter. We believe the 
present advance will go 
further. We will not be 
a nal Gee surprised if it carries the 
industrial group over a 
period of weeks back to 
the top level of the trad- 
ing range marked out 
since July, 1933. But if 
and as it approaches that 
level it is scarcely conceiv- 
able to us that numbers of 
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new phase of the bull mar- 
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stances, and in the absence 





ness and capital, and on 
the expectation that busi- 
ness activity will substantially improve in response to this 
more conservative program. 

It is a curious fact that the first and second phases of 
market advance were accompanied by relatively active 
speculation, while the present advance has carried the 
market within striking distance of previous top levels with 
no semblance of speculative enthusiasm, a circumstance that 
can reasonably be interpreted as indicating that on this 
movement the buying has averaged of stronger quality than 
on the more spectacular preceding phases of advance. 

It is also a curious phenomenon that on the present 
“orthodox” advance, rail stocks, as well as utilities—which 
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of unpredictable new 
stimulants of major scope, it would seem a reasonable guess 
that the market at best probably could get through the old 
“double top” only by persistently gnawing away at it over 
a period of days, rather than on any sudden decision. For 
this reason fresh speculative commitments above present 
levels should prudently be regarded as involving increasing 
risks, at least until the soundness of our forward march is 
convincingly tested. 

Meanwhile, fresh commitments logically should be either 
on a real investment basis or a “quick-on-the-trigger” specu- 
lative basis. They are not for the prudent trader interestec 

(Please turn to page 221) 
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What the New Deal Will 


Spend and How 


Estimating the Government’s Financial Policy for 1935 


By JoHn C. CresswiLi 





What is meant 





EN the 
73rd Con- 
gress, of 

golden memories, 
folded up and 
went home last 
June, it left be- 
hind authoriza- 
tions for the with- 
drawal from the 
Treasury of the 
incomprehensible 
sum of $9,666,- 
858,884.66, in- 
cluding a bunch 
of 1933-34 bills. 


Department or Establishment 


Independent Offices 


TTT TIT TTT Tre 
No such single- ROO Seto s cd uaG ovosmessesaena cab ones 
session tapping of EG Se aay OT EEE STA TET 
national treasur- Sn ae OP rr pepe a 
ies had been TS ETON re nee ee eee 
known in the his- Post Office (self supporting) ................+- 
tory of the world a a cee i wh sina bins 


except in the 
United States 
during the World 
War. Ifthe 
shade of Alexan- 
der Hamilton, 
who was accused 
of extravagance 
in advocating a 
$6,000,000 budg- 
et for the Fed- | 
eral Government 





nate amounts. 


An Estimate of Appropriations for the Fiscal Year 
1935-36 Compared with 1934-35 


(On the assumption that a “spending Congress” will partly have its way) 


Ter eee eee 


Veterans, Administration, including bonus....... 
Farm Credit Administration.............. 


National Industrial Recovery, Public Works, 
Relief, Federal Housing, HOLC, CCC, etc..... 
Agricultural Dept. and Agricultural Adjustment... . 


Treasury, including Public Debt Service....... 
ge TTT TTT Te 
War Department (non-military) ............... 
District Of Columbia... 2... csacccccseccccs 


cu $11,543,400,000 
Sao $5,150,000,000 


MN chic nbs ss bsenewesbesveveskeiee 
MStATOR TROVOMES 6 ...5 5s ioe ciascvisicscveces 
PE MRE... c.% cccdaen sseseserenunssnes ss $6,393,400,000 


*Owing to round figures of items this total is not a sum, but is complete total. 
+ AAA costs and farm “benefits” supposed to be liquidated by processing taxes. 
t Includes postal receipts; but not process taxes, which will swell revenues by indetermi- 


by this verbal key 
to the fiscal policy 
of the Congress 
which will as 
semble right after 
the New Year, is 


Appropriation 
1935-36 1934-35 that there were 
Prospective Actual “ : 
two wide, thick 
So $20,000,000 $18,000,000 
and long planks 
in the rson 
$3,000,000,000 568,000,000 jatf ies — 
ee 2,400,000 3,000,000 plattorms of the 
victors in the 
4,909,099,099 1,525,000,000 Congressional 
t1,000,000,000 1,265,000,000 race, namely: 
aha 40,000,009 82,000,000 1. We friends 
soi 70,000,000 62,000,000 of the people have 
Acad 40,000,000 32,000,000 spent a lot of 
ee 15,000,000 14,000,000 money in the past 
vere 400,000,000 286,000,000 and current two 
ape 650,000,000 670,000,000 years for your 
ATEY 16,000,000 15,000,000 benefit. 
nwa 1,850,000,000 1,816,000,000 2. . We are de- 
rs 300,000,000 256,000,000 termined to spend 
eeee 100,000,000 72,000,000 another generous 
ee 40,000,000 38,000,000 amount for the 


same benefit in 
*$6,670,152,565.32 the next two 
snatconesenatd years, but partic: 
ularly and most 
assuredly in the 
fiscal year 1935- 
36. 

So far as any 
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in 1790, were to 
return to the halls 
of the Treasury Department in Washington, he would find 
himself in a money wonder-land beyond all comprehension. 

But if A. Hamilton’s shade should come wandering back 
to earth sometime next spring or summer it might experi- 
ence a shock that would bring it to eternal death, for then 
the ghostly visitor might find that the first session of the 
74th Congress had appropriated somewhere between ten 
and twelve billions of dollars. 

Most of the many people who for various reasons are 
now trying to forecast the ordinary and extraordinary costs 
of running the Federal Government during the fiscal year 
which begins July 1, next, and ends July 30, 1936, 
start from this common assumption: 

The 74th Congress was elected to spend money—and 
it will. 


182 





fiscal action of a 
Congress ani- 
mated by magnificent generosity, although tempered by 
Presidential misgivings can be foretold, it may be counted 
as likely that veto or no veto, the soldiers’ bonus certificates 
will be cashed, possibly, if not probably, to their face value 
in 1945, of $2,400,000,000. 

In all the gushing money laws of the last session of 
Congress there was not one that reached the possible pro- 
portions of the bonus bill. 

The nearest that session came to equalling such astronomic 
heights was the fictitious appropriation of $2,000,000,000 
for the exchange stabilization fund. But in that case 
Congress simply manufactured the money it appropriated. 
This was done by the simple process of declaring (con- 
trary to the American conviction held for over 100 years 
that a gold dollar is 15.5 grains instead of 23.2 grains of 


THE MAGAZINE OF WALL STREET 





gree 
anc 
and 


can 
"CO! 





eant 

key 
dlicy 
Tess 


fter 
r, is 
ere 
hick 
inks 
onal 
the 
the 
nal 


-nds 
lave 

of 
ast 
[wo 
our 


ny 
ni’ 
ted 


ces 
ue 


of 
Vee 


90 


se 


TS 


of 








fine gold) it really should contain only 15.5 grains. 

Now the President has intimated that if any bonus bill 
gets through this coming Congress it must, so far as he 
has anything to do with it, stand for real honest-to-goodness 
money, extracted now or in the future from the taxpayers’ 
pocket. But the Presidential retardation is going to be 
ignored, the way it looks now, and Congress will vote to 
pay the proposed bonus obligation with some sort of 
made-to-order money—probably just good, old-fashioned 
greenbacks, commonly referred to in their modern appear- 
ance as Treasury notes. This blend of patriotic generosity 
and stage money may possibly be the only spree Congress 
can get away with in face of a veto. Such a jag on bonus and 
“controlled inflation” moonshine may precede swearing off. 


Other Fields of Treasury Depletion 


Having made a dramatic raid on the Treasury with their 
bonus bill, the duly elected spenders will turn their atten- 
tion to the Public Works Administration, the Federal 
Emergency Relief Administration, the A A A and the 
Farm Credit Administration. When they reach these 
channels duly made and provided for the exhaustion of 
Treasury surpluses and the creation, instead, of deficits, 
they are likely to find themselves to some extent on common 
ground with the President. For certainly it must be ad- 
mitted that he is some spender and an able advocate of 
spending in the fields of his chosen specialties, such as 
TVA, CCC , forest shelter-belts, etc. 

Congress has already given to the Federal Emergency 
Administration of Public Works $3,800,000,000, includ- 
ing authorization of expenditures for both the fiscal years 
of 1934 and 1935. All of this cash has been allocated to 
a grand variety 
of projects, al- 
though the major 
part of it is still 
unspent. Mr. 
Ickes is a fervent 
believer in restor- 
ing prosperity by 
the pump prim- 
ing method. He 
believes in it, even 
to the extent of 
filling up the 
well, in addition 
to improving the 
suction of the 
pump by the ap- 
plication of a lim- 
ited amount of 
monetary mois- 
ture. If he had 
his way, Mr. 
Ickes would prob- 
ably favor spend- 
ing $10,000,000,- 
000 on public works in the next two years. The chances 
are that he won't have his way to anything like that 
extent for P W A proper, but those parts of relief effort 
which involve construction, when added to regular P W A 
stuff, will give him a fraction of what he dreams of. So 
Mr. Ickes may be put down to stand for the withdrawal 
of at least $2,500,000,000 from the Treasury by grace 
of Congress in the next fiscal year. 

F ER A and all its works or likes, including the Fed- 
eral Surplus Relief Corporation, C W A or its work-relief 
heir, rural rehabilitation, homestead housing, Department 
of Agriculture Relief, etc., may be counted upon for 
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Group of New Government Buildings in Washington 


another block of dollars amounting perhaps to $1,500,- 
000,000. Mr. Hopkins inwardly favors $10,000,000,000. 
The Department of Agriculture and the Agricultural 
Adjustment Administration will probably not dip into 
the Treasury for as much as they dipped last year; which 
was some $1,300,000,000, disregarding the offset arising 
from the processing taxes for the payment of A A A 
benefits to farmers, amounting to hundreds of millions, but 
money out of the popular pocket just the same. 


Miscellaneous Billions 


The Commodity Credit Corporation, the Farm Credit 
Administration and the Federal Farm Mortgage Cor- 
poration will probably not call on Congress for any 
further appropriations, which doesn’t mean that they will 
deny themselves a backdoor hand-out from the Recon- 
struction Finance Corporation. 

The Federal Land banks will likely ask for another 
hundred million dollars. 

There is a good chance that the Home Loan Bank 
system, particularly the Home Owners Loan Corporation, 
will call for a sizable chunk of government money, but as 
with all of the moneys allocated last year to the Home 
Loan system, with the exception of $50,000,000 for the 
Federal Savings and Loan associations, these financial 
refreshments will probably be drawn out of R F C. 

R F C will not ask for any more authority in the way 
of all around government activity financing than it already 
has. That authority, however, is approximately of 
$7,000,000,000 magnitude and “there are no statutory 
limitations on the amount of funds which may be made 
available by the Reconstruction Finance Corporation” for 
carrying out cer- 
tain public pur- 
poses, and that 
authority is like- 
ly to be widened. 
The activities of 
the RFC as a 
governmental fi- 
nancial agency 
make it difficult 
to say closely 
what emergency 
appropriations 
may be. For ex- 
ample, although 
total authorized 
emergency expen- 
ditures to date 
are $13,375,000,- 
000, specific ap- 
propriations and 
statutory and ex- 
ecutive allot- 
ments, under the 
National Indus- 
trial Recovery Act and the Emergency appropriation act 
of 1935, are only about $7,500,000,000: the rest comes 
out of R FC. 

Without pausing to mention such trifles as millions here 
and there to cover such of the 100-odd commissions and 
administrations as have not been mentioned or included 
above in any of the alphabetical categories, we can now skip 
to the ordinary budget. 

For 1934-35 it was in round numbers $2,300,000,000. 
A conservative guess is that it will be $2,500,000,000 for 
the next fiscal year. But to that must be added about 

(Please turn to page 229) 
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By E. K. T. 


Trial balloons is the explanation for 
the President’s apparent willingness to 
let his right and left henchmen air their 
diverse views and plans in_ public. 
Cousin Theodore was a trial balloon 
specialist when he was in the White 
House although his method was to do 
it through the press. He would an- 
nounce a policy, and then if public 
opinion came back with a swat he would 
blandly say that he “never said it.” 
F. D.’s technic is different and more 
ingenuous. In the Moffett-Ickes housing 
collision the record of the balloons has 
been favorable to Moffett. But the re- 
porters have been mostly businessmen 
rather than the professors. 


Harry Hopkins is one of the President’s favorite bal- 
loonists. His engineers and economists have stirred up the 
whole country with their researches regarding a score of 
ways to effectuate the policy of work relief in place of free 
gifts of supplies and cash. I have had anxious letters from 
businessmen, who fear that if Hopkins should have his way 
he will set up a new economic organism of employment of 
the unemployed by the unemployed. They say that from 
the recovery point of view it is better to purchase supplies 
for the dependent or give them cash than to create an eco- 
nomic group detached from the general national economy. 

Illustration: Subsistence homesteaders are employed 
in building their own houses with materials made by 
themselves. Neighboring material dealers who are gasp- 
ing for business life, say it would be better if the mate- 
rials were bought from them, thus keeping in employ- 
ment men not yet forced into the bread line. 


Present more or less artificial “era of good feeling” 
between business and the White House is being taken ad- 
vantage of by Mr. Moffett, who regards himself as the 
guardian of the welfare of the durable goods industries. 
He doesn’t stop at residential housing. Quite unobtrusively, 
talking as one rich man to another he is appealing to indus- 
trialists to undertake great plant modernization programs. 
He is going most vigorously after the corporations which 
have fat surpluses. When Standard Oil millions talk ex- 
pensively (long distance) to motor millions, for example, 
the listening is extensive. 


Ruin by taxation or by inflation is considered by 
pessimists as the dilemma facing the country unless govern- 
ment spending can be checked. Talked with a government 
economist about that. ‘Taxation doesn’t worry him. He 
says the country can easily stand a national debt. of $35,- 
000,000,000 or $40,000,000,000. Let posterity pay the 
taxes for interest and amortization of the debt. His appre- 
hension is that the money lenders may fail the Government, 
but thinks that will happen only if business fails to revive: 
but if it does, he says, Government will no longer have to 
spend prodigiously. Added that worst thing that could 
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happen to business at this juncture 
would be for the Government to quit 
spending hugely. Predicted that if ex- 
tensive curtailment were ordered, 
White House would be overwhelmed 
with lamentations and protests from 
business. 


Leading inflationist Senator who 
is organizing members of congress 
to force credit expansion interprets 
President’s monetary position as fol- 
lows: Roosevelt is still convinced that 
the crisis is fundamentally one of scarce 
money and low price level, but is will- 
ing to give business a few months to 
show what it can do when in a co 
operative mood. If business flops— 
and it will, says the Senator—President will: 


(a) Inaugurate renewed policy of purchase of Gov- 
ernment securities by Federal Reserve Banks. 

(b) Either drop stabilization and reduce dollar to 50 
cents or turn it loose again—latter preferred. 


(c) At long last, buy “Governments” with greenbacks. 


Price-Fixing Controversy has NRA code authori: 
ties in turmoil. Bitterness between fixers and anti-fixers is 
pronounced in some industries. National Industrial Recov- 
ery Board has finally granted a hearing to the rebels against 
one of the outstanding price codes. Production control is 
also in the fire. 

Employees of one big plant are seeking a restraining 
order from the courts on the ground that control policies 
keep the plant from giving them 50 hours of work a 
week instead of 18 as at present! 


Budget reducers are getting aching heads over the 
problem of how the recovery agencies can spend $6,000, 
000,000 in the next seven months. The money is on hand, 
“rarin’ to go” and it has been allocated; but the spenders are 
getting weary and stale. The headache is due to this fact: If 
the money is not spent by the end of the fiscal year, it will 
have to be reappropriated, thus swelling the 1935-36 budget. 

Five hundred unemployed architects and nobody knows 
how many engineers have been called to Washington in hot 
haste to speed up plans and specifications. (And before 
they came there were only 200 apartments vacant in Wash- 
ington, out of 18,000 decent ones.) The reliefers, however, 
will be through their cash next month and will soon be yell- 
ing for more. 

When you figure on business prospects for the next 
few months keep in mind that $30,000,000 a day of re- 
covery money which will be pumped out of Washington 
under high pressure. 


Speaking of spending somebody is credited with a 
smart trick in dispensing agricultural “benefits” in a certain 
state around election time. The benefits were numerous but 
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individually small; so, just before election the recipients 
got notices that their checks would be mailed about Novem- 
ber 10. 


Government business forecasters who told me to tell 
THE MAGAZINE OF WALL STREET readers that business 
would rally in November, now remind me of the rest of their 
prediction, viz; business will reach a spring peak higher than 
in July, 1933. They are also preening themselves on their 
insistence all along that continued demand for consumers’ 
goods will eventually vitalize the durable goods industries. 


The housing controversy is really three-cornered, but 
the Hopkins angle has not been spot-lighted because it is 
rated as relief rather than recovery. The country has not 
yet been fully informed of the immensity of the Hopkins’ 
project. It contemplates as many as a million subsistence 
homesteads, compared with the trifling $25,000,000 project 
of the Homesteads Subsistence bureau proper under Mr. 
Ickes. A million homesteads—a plot of land and a house 
and outbuildings to each—it is calculated could be provided 
at an expense of $2,000,000,000. Enthusiasts say that if 
Hopkins is given his head he will put three or four million 
people on these plots within a year. 

This would be cheaper, it is claimed, even if the 
homesteads were donated, than direct relief, and more 
effective in exterminating unemployment. Also, runs 
the theory, it would prevent the formation of a revolu- 
tionary proletariat in the cities and would create values 
instead of merely financing consumption. 


President’s latest slap 
at the utilities was, I be 





accused of responsibility for the present high cash prices, and 
so the thought is to trim the grain exchanges some more. 


Example of unco-ordinated policies of recovery 
and relief is dramatically exhibited in the South. Reduction 
of cotton acreage has put 300,000 tenant farmer families on 
the relief rolls, and while it raised cotton prices it is turning 
foreign markets over to the South’s competitors. Scared, 
A A A iis going to permit a larger cotton acreage this year. 
Page Richberg! 


Another head-on-collision is that between the foreign 
trade policies of Secretary of State Hull and George N. 
Peek, of the Government export banks. Hull is for all 
around liberalization of international trade—all his reci- 
procity treaties are on the most-favored nation basis. Peek 
is for the particular bargaining plan on an exclusive basis, 
guotas, double tariff levels, and all that. But regardless of 
policies, our foreign trade is beginning to show signs of 
marked revival. Automobile exports are double what they 
were two years ago, and the totals of both imports and ex- 
ports are rising. Hull holds that the world will presently 
swing away from restrictive policies: Peek believes nation- 
alism is enduring. 


General Ansell, professional fighting man who was 
once judge advocate general of the Army may be the St. 
George who will slay the Huey Long dragon. First Ansell 
showed the senator up as a big bluff when the latter said 
he would not claim senatorial immunity for his attack on 
Ansell on the floor of the Senate and then promptly claimed 
it when suit was brought. 
Now Huey must stand a 





lieve, prompted by the 


damage suit for $500,000 
for publishing his remarks 


plaints of some of his most 
respected advisors that he 
had deserted the American 
middle-left wing, which was 
supposed to include the real 
apostles of the New Deal. 
These sages, although they 
have long deplored Newton 
D. Baker’s alacrity in ac- 
cepting corporation retain 
ers, got another jolt when 
the former War secretary 
(a liberal) advised the Edi- 
son Institute that the Tenn- 
essee Valley Authority is 
outside the censtitutional 
fence. 


Head of a great busi- 
ness group assures me that 
however much it hurts Big 
Business is sincere in new 
policy of going along with 
the President. “It is not a 
course of defeatism,” he 
says, but the sound common 
sense of the old rhyme— 
“Tle who fights and runs away 


May live to fight another day.” 


Washington Sees— 


President still convinced lack of money is the 
root of all evil, but— 

Business will have a few months to prove it isn’t. 

Country in no danger of inflation from taxation 
so long as credit holds out. 

Deliberate inflation, if any. 

Amazing adventure in subsistence homesteading 
to tune of billions. 

Tremendous efforts to spend six billions of re- 
covery funds in seven months in a race against ex- 
piry of appropriations. 

Emergency bosses frightened by kickbacks of 
their policies. 

Business recovering all along the line, and per- 
haps to go over the top in the spring. 

Industry and finance as Greeks bearing gifts to 
the President. 

Bonus victory certain—only question of degree 
and tax money versus stage money to pay the bill. 





outside the Congressional 
Record. Reported that 
Huey has planted $600,000 
in Canada. Ansell, North 
Carolina Democrat, has also 
turned his fighting talents 
on the campaign to break 
down the civil service by 
forcing out 900 Hoover ap- 
pointees in the Treasury. 


Bonus is fast coming 
from behind. Probably 
will be paid now to full ex- 
tent of 1945 maturity value, 
and a desperate fight will be 
made to pay it with green- 
backs instead of taxes or 
borrowing? The fanatical 
inflationists will strive des- 
perately to give the money 
printing presses a chance to 
pay the legionaries. The 
cold fact is that popular 
opinion is beginning to 
veer in favor of the bonus. 
With billions being tossed 
out of the Treasury, often 
to bums, unassimilated for- 





Wheat and corn prices too high, is something new 
under the sun for the agricultural new dealers, but it is here. 
As this is written cash wheat and corn are selling above the 
futures. This will never do because if prices keep on going 
up the farmers will not sign up for crop restriction, and the 
A A A will lose its power to control crops. Speculation is 
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eigners, and revolutionary radicals, people are beginning to 

say the boys who went to the front ought to get their share. 

Also, feeling is that funds now will do the veterans more 

good than eleven years hence and will at same time be more 

useful to economic life than in a period of stability. The 
(Please turn to page 232) 
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Appraising the Sources of 


Business Expansion 


What Channels Can Be Expected to Produce 
Further Impetus to the General Uptrend— 
Easier Credit? 


Foreign Trade? 


HERE is no question but that 
business has improved over the 
past year or two and there is 

a growing feeling that it is to register 
further gains. This feeling, however, 
is vague. There are, of course, indi- 
viduals whose improved morale is 
nothing more or less than a reflection 
of betterment in their own particular 
businesses. There are others who feel better because their 
fears of what Washington might do have been allayed by 
the Government’s more reasonable attitude towards labor, 
towards tinkering with the currency, and by the more 
realistic attitude that is being taken towards the foreign 
debt and foreign trade question. 

Even so, the better feeling that now undoubtedly pervades 
the country as a whole is a very indefinite thing. It has 
been said by the New York Times to be based on the 
“will” to feel better and for business to get better. But 
if this is so why was the “will” not exercised before and 
what is to prevent us now from suddenly not exercising 
it? In other words, sustained business improvement needs 
to be based on something more substantial than mere 
“will” or a happy, springtime feeling that all is well with 
the world. From what direction are the vague hopes of 
today likely to be substantiated? Are the better times 
to be the result of employing usefully the vast supplies of 
business credit that are available; are they to spring from 
a great increase in foreign trade; is it improved farm 
purchasing power that will do the trick; or activity in the 
heavy industries; or must we look to something new— 
some young and dynamic industry that will play a part 
similar to the part played by the automobile in the years 
after the war? It might well be some combination of 
these, for there are prospects in all of them. 


Credit Plentiful and Scarce 


So far as business credit is concerned, the situation has 
many curious aspects. Here are the banks in a position 
to extend credit, capable of financing a boom that would 
make the best efforts of 1929 look like amateur night. 
At the same time, these banks actually want to extend 
this credit. Is it then that there are no borrowers? Cer- 
tainly not, there are borrowers galore. Currently, the 
trouble is the old one: those to whom the banks are willing 
to lend are unwilling to borrow, while to many who are 
willing to borrow, the banks are unwilling to lend. 

The situation is one which generates considerable hard 
feeling. Accuse a banker of shirking his part in the 
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Farm Purchasing Power? 


Heavy Goods Industries? 


By Henry L. Biackpurn 


recovery drive and he will patiently 
explain that his customers (the good 
ones, of course) are using only a 
fraction of the credit line that he has 
assigned to them. He backs up this 
contention with figures from the Re- 
serve Bankers Association which 
showed recently that in a group of 
banks with 13 billion dollars in de- 
posits, lines of credit totalling $6,155,000 had been granted 
and were available to business men at the present time, 
but that of this amount only $1,950,000,000 was in actual 
use. In other words, the bankers say: “You accuse us 
of not granting credit, but look, business cannot use even 
the credit that already has been granted it.” On the 
other hand, go to some small manufacturer whose busi- 
ness and finances admittedly are none the better because 
of the depression and he, prefacing his remarks with 
aspersions on bankers in general and on the local bank 
in particular, will explain that he might have been more 
active but for his inability to obtain additional credit. 


Large and Small Borrowers Differ 


On the face of it this situation fails to make sense. A 
little delving, however, will show it to be quite logical. 
The unused lines of credit of which the bankers talk are, 
for the most part, lines granted to big companies whose 
standing was never in question. To General Motors, 
Standard Oil (New Jersey) and the like, the banks would 
be willing to advance almost unlimited sums. As a matter 
of fact the Jersey Standard is going to borrow shortly 
$45,000,000 from the banks to aid in the calling of its 
$90,000,000-issue of debentures. But suppose the banks 
wrote this company’s credit line up to $100,000,000, or 
even $500,000,000, what good would that do? 

At the same time, it should be appreciated that the 
“little man” who firmly believes that he is not obtaining 
the credit that he should obtain is usually asking the banks 
for a capital loan, not a commercial loan. And the banks 
in the past have made altogether too many ‘capital loans 
for their own good. They now are definitely “off” them, 
and rightly. 

The trouble, therefore, boils down to the fact that cur- 
rently there is no dearth of available commercial credit, 
but a great dearth of long-term capital. Now, the Gov- 
ernment can go on trying to coerce the banks into lending 
and to ballyhoo borrowers into borrowing in the belief 
that if it could do this on a large scale all would be well 
with this country, but there is going to be very little prog- 
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ress until external conditions become right—and one might 
add when external conditions are right the problem solves 
itself. It is not more money we need; we have ample and 
also the means of creating in an orthodox manner as much 
more as might be necessary. It is a removal of the barriers 
which are blocking the use of the money we have already 


that is still so sorely needed—a further easing of the 
| Securities Act so that investors and speculators may assume 


the long-term risks, the capital loans that the bankers today 
are so rightly refusing, and a further reinforcement of the 


| base on which business confidence is now perched pre- 


cariously. 
Essential Confidence 


While this word “confidence” means many different 
things to different people, it is used here to denote a quality 
that can only exist when trade and industry feel reasonably 
certain that there will be no change in the fundamental 
rules under which they operate. Under this definition, 
there can be no real confidence when there is some doubt 
whether a capitalistic system is being changed over to a 
socialistic system; or when one’s money is being deliberately 
tinkered with; or when first one industry and then another 
is threatened with drastic regulation which can only have 
as its ultimate result the curtailment of profits; or when 
there is threat of taxation so heavy that it menaces busi- 
ness life. 

Recently, 
spokesmen for the 
Government have 
stated very defi- 
nitely that the 
“profit motif” 
was not one of 
the things sched- 
uled for extinc- 
tion under the 
New Deal. Also, 
money tinkerings 
as a means of at- 
taining an eco- 
nomic objective 
have been soft- 
pedaled in Wash- 
ington recently, 
despite the fact 
that preconceived 
programs such as 
the hazardous sil- 
ver-buying still 
are being pur- 
sued. 

At the same 
time, the political 
attacks that are 
being made upon 
the electric and 
gas utilities from 
all directions, the 
threats with all 
their adverse im- 
plications that are 
being made 
against the com- 
munication utili- 
ties and the ten- 
dency to single 
out relatively 
prosperous indus- 
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Together Again 


tries and individuals for discriminatory taxation are anything 
but conducive of the confidence that is necessary for business 
to use any substantial part of the credit that is currently 
available. It seems that between what the Government states 
are its intentions and between that self-same Government's 
actions bearing out such intentions, there is a wide gulf. Be- 
fore a borrower is willing to borrow and before a bank is 
willing to lend, the prospective borrower must be convinced 
that he has a sporting chance of making a profit and the 
bank also must be convinced that he has such a chance. It 
is not enough that they be merely informed by a benign 
government that there exists such a chance. 


Credit Influence Should Improve 

Nevertheless, such constructive actions as have been 
taken by Washington are carrying some weight; more are 
desperately needed, but those already taken have not been 
entirely without effect. Hence, some of the better feel- 
ing that currently exists, backed up in a concrete manner 
by at least some gains in the issuance of new securities 
and in commercial loans. Recognizing that business confi- 
dence is possessed of considerable inertia—that when 
enthusiastic it is hard to dampen and that when pessimistic 
it is hard to revive—it would seem that the credit factor 
in its relationship to business ought to grow more favorable. 
At least this will be so, provided there are no more violent 
political swings to 
the left. If busi- 
ness can only ex- 
pand a little more 
under its present 
momentum, it 
will not only fur- 
ther lift conf- 
dence, but it will 
have the effect of 
dampening ardor 
both for radical 
experimentation 
and for the radi- 
cal “controls” of 
this, that, and the 
other thing, 
which are so 
much a feature 
of the present 
political drift. 

Because t he 
credit aspect is an 
aspect of all the 
other channels 
through which 
we might further 
our business re- 
covery, it has 
been treated at 
some length. 
With the conclu- 
sion that it is cer- 
tainly a factor 
brighter than it 
was and that po- 
tentially it is ex- 
tremely favorable, 
we will turn to 
a consideration of 
other avenues of 
possible improve- 
ment. Domestic- 
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ally, there is the question of the heavy industries, farm 
purchasing power and the possibility that something en- 
tirely new will be developed that will give us a lift 
similar to the automobile. 


Potentialities in Heavy Industries 


Much has been written of the stagnation in the heavy 
industries—of how all the unemployment, distress, indeed 
the whole depression is concentrated right here. All 
unquestionably true: but what to do about it? Our Gov- 
ernment has taken the attitude (notice how it is the 
Government’s influence that again has to be considered 
first) that the thing to do is to spend great sums of money 
in public works, lend privately-owned corporations such 
as the railroads additional sums for capital expenditures, 
and to engage both directly and indirectly in housing 
construction, repair and renovation. Up to now, while 
such efforts undoubtedly have had an effect, their pump- 
priming value has been practically nil. 

The trouble is that as soon as any government com- 
mences spending money on a vast scale for construction, 
private capital takes fright, asking itself from where is 
the money coming. If it is to be raised by taxation, private 
capital takes the attitude that it will wait and see how 
heavy the burden will be before formulating future plans. 
On the other hand, if it looks as if the money were to be 
raised by inflationary measures capital automatically be- 
comes petrified with fear. Largely, therefore, when a 
government engages in stimulation of the heavy industries 
it defeats its own object. This is particularly so if it 
starts off by putting technical difficulties in the way of 
private capital as was done in our own case with the 
Securities Act. Not that this act is deserving of all the 
blame that has been heaped on it; as a matter of fact it 
is an excellent act in many ways. Some of the registration 
requirements involve too much work and money and some 
of the liabilities imposed by it are still over-harsh. But 
mainly it was passed at the wrong time and its inescapable 
effect of curtailing the flow of capital into heavy industries 
came when any lessening whatsoever could ill be spared. 
The Securities Act, however, is no permanent obstacle 
to recovery. 

Real and lasting improvement in the heavy industries 
must spring from private initiative. As was the case with 
“credit” this depends mainly on confidence, which in turn 
is largely a matter of governmental policy. The potential 
demand for all kinds of capital expenditures undoubtedly 
is there. Look at the plants that are obsolete, the houses 
that lack modern conveniences, the railroads with their 
old-fashioned locomotives and old type cars. Think of 
all the new machinery that could replace old and save 
money. With the right external conditions, the heavy 
industries could pull their full weight in the struggle from 
the depths. 

With the Government responsible either directly or 
indirectly for by far the greater part of the current activity 
and admitting that many securities have been bought on 
the basis of this governmentally-sponsored activity, it may 
seem curious to say that this aspect of the matter is negli- 
gible for the longer-term outlook. What the Government 
is doing and all that it conceivably could do, would be 
like a drop in bucket compared to what private capital 
could do given the necessary encouragement. And the 
best possible encouragement would be signs of a balanced 
budget, dwindling activity on the Government’s own 
account and a further swing away from currency tinkerings. 

Even the recent more constructive attitude on the part 
of Washington has had its little effect. The money now 
being spent for plant expansion or betterment by the steel, 
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chemical and other industries is a step in the right direc. 
tion. Unless rudely halted by another reversal of Admin. 
istration policy, there is no reason why the step should 
not become a mile. 

By itself, it seems impossible that any increase in farm 
purchasing power could play much of a role in the coun. 
try’s recovery, if any large portion of the increased pur. 
chasing power is the result of taking money from the pockets 
of one section of the people and giving it to another. The 
whole proceeding of benefit payments, non-hog-raising 
programs and the like seems so illogical. If we go on as 
we are doing now we shall find shortly that we have 
given away control of the world cotton market, that the 
Government is holding millions of bales of cotton on which 
it cannot escape heavy losses, and that we are confronted 
with a truly desperate problem of what to do with those 
that were previously engaged in raising the six or seven 
million bales of cotton that we were accustomed to export. 
Less acute, but similar results will be seen in other farm 
products. 


Farm Conditions Altered 


Nor are we at all impressed with the carefully made 
charts showing that fluctuations in farm purchasing power 
over the years has followed closely general business activity. 
Like all charts they reflect past conditions—conditions past 
and gone, it would seem. Meanwhile, if the large farmer 
purchasing power was the result of a happy export business, 
as was often the case in the past, the country as a whole 
was prosperous. Brazil was prosperous when she was 
getting a big price for coffee; Chile was prosperous when 
she had the world nitrate market by the tail; during the 
war and post-war boom with the Peruvian pound at a 
large premium over even the dollar there seemed to be 
more Rolls-Royces in the streets of Lima than you could 
find in New York; while ten years or so ago when Bolivia 
was obtaining a high price for tin, La Paz gave a very 
fair imitation of Dawson City or Leadville at the height 
of their pristine glory. Can anyone contend seriously that 
if the high price of coffee, nitrates, tin and so forth had 
been brought about by levies in the various countries on 
the people not producing these things that the same condi- 
tions would have prevailed? 

This is not to deny, of course, that currently the farmers 
in our own country are better off than they were and that 
their improved conditions are being reflected in increased 
purchases of manufactured goods. Our farmers are better 
off and they are buying more manufactures. But solely 
on an economic basis (omitting social considerations which 
are not germane to this particular discussion) if the Gov 
ernment had selected all the truck-drivers and garagemen 
and pursued similar policies with them we would have 
had an increased truck-driver-garageman purchasing-power 
with identically the same effects. 

The present gain in farm purchasing power—said to be 
a billion dollars greater this year than last—is comparable 
in many respects to the government-sponsored gain in the 
heavy industries. Also, as was the case with the heavy 
industries, while not ignoring the temporary favorable 
aspects of any improvement, one must look elsewhere for 
permanently happy results in agriculture. For certain 
farm products, of which cotton is perhaps the most note: 
worthy example, one can only look to foreign markets. 
There is no other answer. And this leads us directly to 
the question of whether we must look to our foreign trade 
generally to lead us back to prosperity. 

So far as agriculture is concerned, the present Adminis: 
tration fortunately is not without men who recognize how 

(Please turn to page 226) 
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IVING costs have started upward after a prolonged 
decline which had brought some of them back to pre- 
war levels. That they are going substantially higher, 

is evidently the belief of the Administration which has an- 
nounced the intention of making a provision in the next 
budget for a restoration of the salary reduction to which 
Federal employees were subject in March of last year. 


ing a total increase of something over 9 per cent in all. 

An inspection of the individual charts below shows that 
gains, however, have not been uniform in all of the items 
which make up living costs. Housing costs, as shown by 
rentals, have not as yet increased at all, while food, cloth- 
ing, house furnishings and fuels, representing coal, gas and 
electricity, have entered a definite upswing in consonance 
with a generally rising price 






















































































The graph above shows the 
long range record of combined § 2.5 trend. 
living costs as computed by | | | Such artificial factors as 
the Bureau of Labor Statistics. Jf 20 oe Bae inflationary fears, monetary 
It depicts the decline which | a manipulation, crop subsidies 
began in 1929 and reached the 175 tot + | and processing taxes have 
low point in June, 1933. Since Ce Pe played a large part in the 
then the costs of the essentials 150) <a es rise of prices so far; but if t 
of life have increased 6.3 per ; | 4 | loc such influences there is also 
cent up to June 30 of this ff :25-—j— af pt —-+-|- added the force of increasing 
year, according to the Bureau's b 4 } | business activity with a gradual 
estimate, and it is apparent Jf 100 — absorption of surpluses and in- 
that about 3 per cent more | ae | creasing employment, the up- 
increase has been added in StF G+ ward movement may be sub 
the four months since, mak- 1926 1929 1930 = 1931 1932, 1933, 193.4 stantially accelerated. 

225 ~ —— 22 

| | Pe Se LIGHT HOUSE FURNISHINGS 
200 - > mp 








Bee 
<% 



























































ss a ee 
1928 192 





ee eae, J a ae 
1930 = 1931 1932 1933 1934 


O of —_ 1 





‘CLOTHING 





J 
1928 1929 1930 193) 1932 1933 1934 














for DECEMBER 8, 1934 


189 


1 





apan Invades American 


Markets 


Rapid Industrialization with Low Cost 
Labor Throws Her Products in Competi- 
tion with Ours Both at Home and Abroad 


By THropore M. KNaApPEN 


N_ 1853 Commo- 

dore Perry ex- 

hibited American 
naval power to the 
Japanese as an un- 
mentioned argument 
for the Nipponese to 
abandon their 300- 
year-old policy of 
commercial isolation 
and exclusive nation- 
alism. He stayed away 
a year and then came 
back to collect on his 
tacit argument. The 
“natives” saw the 
point and signed a 
treaty of commerce 
with the United 
States. Other nations 
fell in behind the 
American spearhead 
and soon Japan was 
wide open to world 
trade. 

In 1934, Japan is 
left off the list of 
countries with which the United States is striving to ar- 
range reciprocal benefit tariff concession treaties. We have 
nothing to concede; the Japanese are taking what they 
want, and some of our frightened manufacturers would 
highly approve of an American policy of isolation as to 
Japan. We crashed the Japanese barrier to our exports, 
but eighty years later Japanese exports were flooding 
through the breach to swamp us at home and drown us out 
abroad. That is a rather sensational way to put the 
situation, but it does bring out its highlights. 


Courtesy, Japan Tourist Bureau 


Japan Sticks to Capitalism 


The irony of it all is that the Occidental nations intro- 
duced the capitalistic system into Japan. Now they are 
going socialistic in greater or less degree, but Japan sticks 
to capitalistic methods in industry and trade. Japan gets 
the business and they get social amelioration and economic 
deterioration. In Japan, the government backs up business 
at every point; in other countries and particularly now in 
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A Japanese Machine Shop 


the United States gov- 
ernments are busily 
engaged in hobbling 
business. 

In the present 
world depression the 
Japanese have met 
the problem of world- 
wide impoverishment 
by making and selling 
goods that are within 
the compass of thin 
purses. In the United 
States we are trying 
to meet it by marking 
up prices. Results: 
marked increase of 
Japanese exports of 
manufactured goods 
to all the world, 
marked decrease of 
Japanese imports 
thereof. 

The bright spot in 
Japan-America trade, 
if it is one, is that in 
1933 we had for the 
first time an appreciable favorable balance of trade with 
Japan, to the amount of $15,000,000. Maybe the bright- 
ness of that spot will be obscured if we reflect that the 
balance was due chiefly to the fact that while we bought 
less raw silk in dollars from Japan, she bought more raw 
cotton; but silk had fallen in price and cotton had gone up. 


Enormous Gain in Exports 


Japan steadily gains in her exports of manufactured 
goods. In January of this year she exported about 15 per 
cent more goods (yen valuation) than in January, 1933. 
In August the ratio of increase still held; although in the 
latter month imports increased 40 per cent as compared 
with that month in 1933. Again, the brightness dims under 
inspection, for the bulge in imports consisted chiefly of 
scrap-iron, internal combustion engines and machinery 
indicative of the expansion of Japanese production of muni- 
tions of war and of further preparation for the drive for 
foreign markets for manufactured goods. The fancied gain 
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canned food (28 per 
cent); machinery and 
parts (215 per cent); also due to gains in silk and rayon 
textiles, porcelain, paper, toys and iron products. 

On top of that, Japan increased her invisible exports in 
1933 and her deep sea shipping earnings quintupled. She 
ships in Japanese vessels of course, and insists that imports 
must come in them, too. Japanese foreign trade is now 
within striking distance of the apex attained in the fat 
years of the last decade; the rest of the world’s foreign 
trade is off about 60 per cent. 


Jitters for Foreigners 


Japan has given Britain the jitters by her increase of 
exports to India by 90 per cent. The Dutch have lost their 
complacency as Japanese exports to the Dutch West indies 
have gone up 150 per cent in two years. England gets a 
hard blow at home with a 60 per cent increase in Japanese 
textile goods—and again in Egypt with a Japanese spurt of 
160 per cent; and also in the Straits Settlements where the 
Japanese have run up an increase score of 140 per cent. 
Mother England 
fairly weeps as 
she sees Japan 
expand her ex- 
ports to Australia 
by 190 per cent. 
France screams at 
a 60 per cent in- 
crease in imports 
from Japan as 
her own indus- 
tries shoot down 
the toboggan 
slide. 

And our manu- 
facturers, particu- 
larly of textiles, 
swear as Japan 
drives up her 
trade with Cen- 
tral and South 
America by 250 
per cent. In cot- 
tons and silks the 
Japanese are 
sweeping the 
world. In ceram- 


Courtesy, Dept. of Commerce 
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Modern Methods Are Used in Japanese Potteries 


Our manufacturers cry 
for help as Japanese pottery and chinaware come in at 50 
to 60 per cent less than their cost prices. Rubber-soled 
shoes from Japan give our domestic ones sharp competition 
at 6 cents a pair before the tariff is paid. Weak at home 
in competition with Japanese products of the cheaper sort, 
our manufacturers are dead in such foreign trade. 


Cheap Goods for Poor People 


But, after all, we are getting off easy from the rising flood 
of Japanese industry, for so far only 5 per cent of Japanese 
imports really compete with domestic production—thanks 
largely to our high tariffs and the potential reprisals in our 
N R A codes. But our foreign trade is in difficulties 
wherever it goes up against Japanese specialties. We were 
wont to think of South America as an inviting continent for 
larger American exports but the Japanese are fast annexing 
it commercially. 

Japan’s success in industrial production and exports is 
chiefly due to cheap and efficient labor applied through 
modern machin- 
ery or the ancient 
but economical 
household indus- 
try system. Cur- 
rently it is also 
due to the fact 
that a hardup 
world is clamor- 
ing for cheap 
goods, even 
though they may 
be inferior. The 
Japanese waste 
no money on 
handsome and 
elaborate factory 
buildings. Pay of 
labor in yen is 
less than Ameri- 
can labor is paid 
in dollars. And 
the yen is worth 
only 25 cents. 
Japanese labor 

(Please turn to 
page 225) 
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Significant Foreign Events 


By Gerorce BERKALEW 


Foreign Representative of THE MAGAZINE OF WALL STREET 


ONSIDERED as a whole, world 

economy is undergoing a slow 

but salutary change, both na- 
tionally and regionally, but the con- 
tinuity of this improved tendency has 
been interrupted by political crises, 
which have gained in both frequency 
and gravity. Normal economic recov- 
ery is manifested by a progressive re- 
adjustment of production to consump- 
tion, by an irresistible drift towards 
price equalization on markets widely 
separated geographically, and by a 
diminution of stocks of primary com- 
modities as well as finished goods in 
practically all production centers. This 
situation is the work of time and 
necessity, rather than ‘of statesmanship or governments. 


* * * 


England 


Stubbornly ignoring the rise in the cost of living English- 
men dress for dinner, frequent their pubs or receive their 
dole, according to their respective fortunes. Times are 
hard but they might be worse. Pig iron production in- 
creased 49 per cent as compared to the corresponding period 
in 1933, steel showed an augmentation in output of 34 
per cent, while for the first nine months of 1934 car load- 
ings increased 5 per cent. Consumption of electricity 
exceeded that of 1913 and 1929, and activity in the building 
industry has been stimulated artificially by government 
projects; coal consumption is on the decline. Business men 
in London express , certain misgivings concerning future 
trend of overseas trade, fearing the repercussions of mea- 
sures enacted to protect selected groups of domestic pro- 
ducers. For this reason, the implication is receiving credence 
that London bankers are reaching the definite conclusion that 
autarchy is, in reality an evil in disguise and that the time 
is approaching for some form of international monetary 
stabilization. 


Belgium 


The question immediately arises as to whether or not 
such stabilization can be achieved before further devalua- 
tion of the remaining currencies ostensibly adhering to the 
gold standard. The resignation of the Belgian Cabinet 
nearly severed the weak link in the gold bloc chain, a 
rupture long anticipated, which, it is feared, would precipi- 
tate a general demoralization of continental political factions 
committed to the maintenance of the gold parity. 

Speculation surrounds the recent advances to Belgium 
by the Federal Reserve Bank of New York. Certain finan- 
cial critics claim that the Administration in Washington con- 
templates pegging gold bloc currencies as a pre-stabilization 
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move. If a gentlemen's agreement has 
already been reached, co-ordinating 
pound sterling and dollar exchange 
rates, this supposition may have some 
basis of truth. There is no evidence to 
indicate that such an agreement has 
as yet been concluded. On the other 
hand, the abandonment of the gold 
standard by any one of the gold bloc 
countries at this time, might seriously 
disrupt whatever financial schemes the 
President may have in mind for the 
stability of the dollar. 

The fact, so seldom recognized, must 
now be emphasized that devaluation by 
any one of the gold bloc countries, or 
even by more than one of these coun- 
tries, would not in itself plunge the world into financial chaos. 
Considering the current status of Central Banks, an orderly 
retreat from the gold standard could be accomplished with 
out uncontrolled inflation. Consequently, the inference 
that the Federal Reserve’s advance to Belgium was made 
solely to protect our present currency advantage in the 
export field is untenable. The position of the United 
States in foreign markets depends mainly on preferential 
demand, resulting from low production costs, coupled with 
the future revision of quota and tariff restrictions. 

Accordingly, it is the consensus of opinion that the Fed 
eral Reserve has done nothing more than extend a short- 
term credit to Belgium against the most secure of all col- 
lateral, gold in transit. Formerly, transactions of this char- 
acter have been undertaken by private banks. For example. 
the National Bank of Belgium has sold dollars in amounts 
of three to five million daily, as a means of maintaining the 
parity of the belga, and a current scarcity of dollar ex 
change is given as an explanation for the recent credit. It 
is possible that this move on the part of the Federal Reserve 
Bank introduces a new monetary policy of the Administra- 
tion, pointing towards the establishment of a permanent 
exchange control organization. 

Qualified observers in financial circles in England and 
France believe, however, that a return to a fixed parity of 
international currencies is unlikely, at least in the immediate 
future. 


Holland 


Moud, Minister of Finance for The Netherlands, in his 
latest pronouncement, remains non-committal on the sub- 
ject of devaluation, but his speech may be interpreted as an 
adroit maneuver to prepare public opinion for a radical 
change in monetary policy. The maintenance of the gold 
standard has seriously handicapped heavy industries as well 
as colonial exports, not to mention the fact that Sir Henry 
Deterding, of the Royal Dutch, would particularly rejoice 
in the fall of the florin. 
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Switzerland 


Alpine hotel-keepers, fearing more frozen assets during 
the next winter-sports season, have already attempted to 
put the skis under the Swiss franc, by fixing the exchange 
rate for the pound sterling at 16, as against the official rate 
of 15.32. The Swiss National Bank as well as the Minister 
of Finance, hasten to announce that this action, instigated 
by independent business interests, could in no way be 
interpreted as an official gesture derogatory to gold standard 
policy. The communiqué failed to mention that the Asso- 
ciation of Swiss Hotel Keepers is subsidized by the govern- 
ment, or to answer the perplexing question as to why a 
simple reduction of rates on accommodations was not em- 
ployed to stimulate tourist traffic. The measure, apparently 
negligible, is a first infraction of the fundamental rule of 
monetary stabilization, dangerously implying the principle 
of dual currency circulation. 


x * x 
France 


The transition of the Doumergue Government to its suc- 
cessor was achieved without upsetting the political apple- 
cart. The primary objectives of the national truce, according 
to Premier Flandin, constitute the principal planks in the new 
Government's platform, although greater emphasis will be 
placed on solving the country’s economic problems. French- 
men characteristically shrugged their shoulders, suspicious 
of declarations of professional politicians, particularly since 
the new Cabinet includes five Radical-Socialist ministers, 
notorious for their pork-barrel methods. 

The keynote of M. Flandin’s opening speech in the 
Chamber is significant as an articulation of prevailing public 
opinion in France, particularly at this stage of world poli- 
tical evolution: “The system of controlled economy has 
failed everywhere. In order to overcome the evils of unem- 
ployment, low prices and shrinking trade, we must return 
gradually to a more liberal system.” 

While the new Cabinet will, according to its own asser- 
tions, be pre-occupied from the start with questions of na- 
tional economy, no radical reform policy, such as Roosevelt 
launched on his inauguration, has been heralded. 

The sharp rally in French rentes, presumably instigated by 
Government intervention, has attracted much attention. 
The strength of these issues is attributed in part to the 
restoration of confidence following the ministerial upheaval, 
and in part to the liquidation of bull commitments in ster- 
ling. Other securities on the Bourse have displayed an easier 
tendency, reflecting general skepticism as to the Govern- 
ment’s ability to revitalize either domestic or export business 
activity. The prevailing level of prices must be reduced 30 
per cent to enable French industry to meet foreign compe- 
tition. The new Ministry, acting with caution, is apparently 
fighting for time on the remote possibility that the trend of 
world prices will rise to a point where only moderate price 
deflation will be necessary to establish an approximate 
parity. Substantial reduction in the cost of living can only 
be achieved by a drastic lowering of import barriers, an 
alternative definitely incompatible with present policy. 


* * * 


Italy 


The Italian Co-operative State has at last reached the 
zenith of “‘etatisme”, strikingly contradictory to the pre- 
vailing trend of a reaction toward economic liberalism in 
France, England and, apparently, by interpretation of the 
latest administrative policy, the United States. In contrast, 
Italy has gone the whole hog by forming a government 
monopoly of business enterprise. Monopolies, like boils, 
are symptoms of physiological bad blood inherent in diseased 
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organisms. Mussolini, the national practitioner, has at- 
tempted by his confident bedside manner to cure the funda- 
mental economic ills, but his palliatives are ineffectual in 
restoring a healthy balance of foreign trade or balancing the 
national budget. 

Italian industrialists, for example, protest against current 
restrictions on imports of wool, particularly from Australia, 
as well as prevailing restrictions in securing foreign “devi- 
sen” payments. 

The reduction in raw material imports clearly indi 
cates the unsound structure of Italian economy. While 
the index of domestic production may be considered encourag 
ing, still, according to official statistics from Rome, the im- 
port surplus, extending for the period from January to 
September, 1934, amounted to the alarming figure of over 
seven hundred million lire. At the same time, the gold 
reserve of the Bank of Italy has been constantly declining 
and amounts, at the present time, to barely six million lire, 
a significant reduction as compared to the gold ratio of the 
first of January, 1933. 

Certain economists in Italy predict that there is ample 
scope for the removal of obstructions to foreign trade. This 
optimistic presumption belies the fact that Italy is primarily 
an industrial nation with inadequate agricultural resources. 
Mussolini’s attempt to repeat the power and glory of the 
Caesars in the Mediterranean is based on the shifting sands 
of an unbalanced economy. 

It is now commonly accepted that, in order for a dicta- 
torship to survive, public finance must be sacrificed to sound 
business principles. In this respect, Mussolini has given a 
lesson to the world. Emotional speeches from flag-draped 
balconies to cheering masses of Black-Shirt enthusiasts can- 
not in themselves promise prosperity. The Italian Fascist, 
unknowingly, has already lost his shirt, and must eventu- 
ally choose between the sideshow of ballyhoo as against 
the underlying forces of economic law. 

The hope of Italy lies in a diplomatic rapprochement 
with France, coupled with an eventual decision of the Duce 
to cut his coat to fit the cloth of natural resources. Is it too 
rash a presumption to predict that the Italian economic 
fiasco can only be retrieved by a return to generally ac- 
cepted rules and regulations, of traditional business inter 
course, free from the abnormal encroachment of bureau 
cratic intervention? 


China 

The silver group in Congress, regardless of political 
influence on Administration policy, has been unhappily 
embarrassed by repercussions produced in the Orient. Our 
government's purchases of silver have forced China into an 
abandonment of her traditional silver standard, precipitat- 
ing thereby an excessive and uneconomic tax on the export 
of this metal. As a consequence of the Administration’s 
silver purchasing policy, the volume of Chinese foreign 
trade has been drastically curtailed and, more important, 
China is temporarily excluded as a possible outlet for the 
amassed idle capital seeking foreign investment. 

China’s difficulties are multiple. Japan’s apparent en- 
forcement of a Monroe Doctrine in the Far East, on the 
basis of precedent, has not finished with the recent declara- 
tion of an oil monopoly in Manchukuo. According to well- 
founded reports from Peiping, Chinese military authorities 
have ordered resistance from the Jehol to the Tcha-Har 
frontiers, a move which in diplomatic circles might conceiv- 
ably provoke a Japanese ultimatum, reopening the perpetu- 
ally disturbing Sino-Japanese conflict. No wonder the 
Naval Conference in London, cognizant of current develop- 
ments in the Far East, fails to agree upon relative ratios of 
naval strength in the Pacific. 


193 





There Will Be Profits 
in Oil 


Economic Law Is Changing the Picture and Promises 


a Real New Deal to the Integrated Producers 


By Barnasas Bryan, JR. 








HE most convincing reasons for 
investing in oil stocks this winter 
have little reflection in the usually 

published statistics. They are not to be 
found in the profit and loss statements 
of oil companies or the prices of oil 
products. 


Favorably Situated Oils 


Standard Oil of New Jersey 
Standard Oil of California 


fields were opened and over-production 
became chronic. 

In the midst of this development, the 
shallow pools of West Texas were dis- 
covered, thus further demoralizing the 
situation. As they were brought under 
partial proration, they added greatly to 


These reasons do not depend on pro- Socony-Vacuum the shut-in production pressing on the 
hibition, either as a noble experiment, . ‘ market. Then after depression had 
a New Deal, or a cure for “hot oil.” Continental Oil lessened the demand for oil products, 
Nor are they supported by the idea that Gulf Oil East Texas, the field of ten thousand 
large gasoline marketing margins can be owners, blew itself in. As was natural, 
kept up without almost continuous price Consolidated Oil each owner insisted on his personal right 
wars. They are unaffected by the great Tid to an income from his property. 
superfluity of retail stations, which are mererer Today, the question is not whether 
losing as much money for many com- Amerada the “hot oil” is a little more or less, but 
panies as is being made through the arti- rather, how long East Texas will be 
ficially high price of crude oil. In spite Seaboard Oil capable of producing excess oil and what 
of the harm already done by price-fixing, Ohio Oil is the chance of discovering another field 


by the code creation of monopolies and 
by the demoralizing effect of government 
spending, there is a firm basis for invest- 


Shell Union 


of such diversified ownership. An oil 
field under the lands of one, two or 
three companies is not dangerous since 





ing in oil securities. 


so few men have to agree to work the 





All modern efforts to “beat economics 
around the stump” do not invalidate natural law. In the 
end it is supreme. The liquid and high pressure conditions 
of oil occurrence make it particularly susceptible to the 
operation of that law. While some industries, through 
the control of supply, are able to exact uneconomic prices 
until a general depression is produced, oil suffers almost 
immediately as shown by its long depression since 1921. 
When natural law replaces government law as the control 
of crude oil production, the oil industry will enter a new 
period of prosperity. 

To understand clearly the present position and outlook 
for crude oil, one must get the present into focus with 
the past. Were we still limited to the knowledge and 
equipment of 1920, there would be an oil famine today 
more drastic than the fears of 1920. Long Beach, Kettle- 
man Hills, Oklahoma City and many other important oil 
fields would be unknown and unworkable. Only. the 
shallow pools like East Texas would have been discovered 
and they would have been worked out before now. 

The fear of famine with its accompanying price stimulus 
brought about a great advance in the methods of finding 
oil and in the tools and speed of drilling. The first im- 
portant rewards were the fields of the Los Angeles basin 
in 1922-1923. This success made the entire Mid-Continent 
area virgin territory for deeper sands. New high pressure 
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field for profit rather than for waste. 
It is the oil pool which is found under multiple ownership 
like the town lots of Long Beach or the small farms of 
East Texas which causes trouble, because there is no pos- 
sibility of getting so many owners to agree to anything. 
The chances of another uncontrollable field are very 
much lessened by the advances made in oil prospecting 
through the so called geophysical methods. While these 
do not prove the presence of oil, they do find the places 
where the oil will be if found. They determine the struc- 
tures where oil could be stored. During the past five years 
an enormous amount of work of this type has been done 


and each favorable spot has been leased by one or two. 


companies, in blocks which are fairly sure to contain the 
oilfield. Thus one does not have to be pessimistic on the 
future supply of oil, to feel that the chance of further 
fields of price cutting ability is very slim. 

In case no such fields are found in the near future, the 
oil business will again be run for profit as the power of 
East Texas wanes. The underground potential is declin- 
ing and will accelerate its decline during next summer's 
demand for gasoline. It may even be in East Texas as it 
was at Oklahoma City, that the shut-in capacity of the field 
was greatly reduced before it was generally known to be 
reduced at all. If one waits to buy the oils until the 
supply is fully controlled and there is no pressing problem 
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of over-supply, he will have to pay from fifty to a hundred 
and fifty per cent above the present market. 

As the supply of oil increased beyond any possible 
market, the industry started “proration,” that is, a system 
wherein each property in an oil field produced a certain 
proportion of what it was capable of producing. This 

lan has developed into the present “quota” method wherein 
the Oil Administrator sets a quota for each producing state, 
while the state regulatory body subdivides this quota among 
the fields of the state, and among the various oil wells in 
the field. In this way it is hoped that the market for oil 
may be honestly spread over all of the oil wells which 
would like to produce more. 


Why Proration Fails 


It is often true that a well capable of flowing one or 
two thousand barrels of oil in a day is only allowed to 
flow sixty or seventy barrels. This is very aggravating to 
the owner, particularly if he borrowed money to drill the 
well and has to pay interest as well as the heavy overhead 
of a small property. Proration may force him to the verge 
of failure, with the alternative of selling out to a large 
company for a fraction of the real value of his lease. Any 
man in this position is a potential “hot oil” runner. 

All of the large oil buyers having pipelines out of the 
field are supposed to be supporting the quota system and 
thus will not buy any oil above the quota production 
assigned to any well or property. 

Here we have all of the factors of prohibition. The 
wells are ready to pro- 


the “hot oil” runners. When one device is detected and 
broken up, it is but a short while until new ones are put 
in practice. 

This makes it ridiculous to the informed person, for the 
Oil Administration to be criticising the oil industry for 
not ending this false production of oil. The oil companies 
would love to stop it in order to make a profit from their 
business. But the Government says in cffect: “We made 
an awful mess of prohibition enforcement, but if you oil 
men can’t succeed better than we did with liquor, we will 
take your business away from you and run it with deserv- 
ing politicians.” 


The Law of Capture 


In view of the Law of Capture, the position of the Oil 
Administrator is even more untenable. The Law of Cap- 
ture forces the oil man to be dishonest. It does this by 
the absurd tenet that oil in the ground belongs to nobody, 
and that ownership originates when the oil is brought to 
the surface. Thus a man is forced to steal his neighbor's 
oil or have his own oil stolen. The Oil Conservation 
Board, which no one has accused of political motives, 
called this practice “underground piracy.” How then can 
an industry which is forced by law to be dishonest and 
indulge in piracy be expected to operate normally or 
sanely? Or how can it be expected to stamp out such 
minor abuses as “hot oil?” Mr. Ickes should pull the 
beam out of his own eye, before being so Johnsonian in 
talking to an industry which is “as honest as the law 

allows.” 


The stable demand 





duce by opening a 
valve. Private pipe- 
lines run from the 
wells to loading racks 
where tankcars are 
filled for shipment to 
refineries. The oil has 
no present worth in 
the ground. There are 
sure to be people who 
will buy at a price if 
the oil is delivered to 
them away from the 
field. | Furthermore, 
there is a class of re- 
finers who are not 
above cheating the 
states out of the tax 
on gasoline and they 
are especially glad of 
a supply which no- 
where along the line 
gets into the statistics. 
The oil, if it can be 
delivered to a refin- 
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for gasoline is an im- 
portant fact in con- 
nection with the oil 
securities. | Gasoline 
demand continued to 
rise until steel pro- 
duction was almost at 
its low, while its 
rapid rise has been an 
outstanding fact of 
the past eighteen 
months. 

There is no fear 
for the future de- 
mand for gasoline. 
The consumer knows 
the price of gasoline 
since he pays cash for 
it and in this fact 
there is safety to the 
investor. In spite of 
what the Oil Ad- 
ministrator says about 
it, the preponderance 
of evidence is that 





# AVERAGE FOR OMOS. 





ery may there be used 
to produce gasoline, 
which can be delivered to retail station tanks without pay- 
ing taxes at any point. The sales tax on gasoline is usually 
from one to two hundred per cent of the wholesale price 
in tankcars. 

It is thus evident that “hot oil” is just the same in theory 
and practice as bootleg liquor or smuggled diamonds. The 
methods of work are alike except as adapted to the more 
bulky liquid material. All of the sidelines of political 
corruption are said to be present. Phoney pipeline hookups, 
night running of oil by trucks, turning oil into shallow 
holes and counting them as producing wells, and all sorts 
of other methods are used according to the ingenuity of 
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the public wishes 
cheap gasoline, with posterity taking its own chances. To 
awaken this public to the need of making the Sunday after- 
noon ride cost twice as much will require a degree of 
salesmanship which even the President does not possess. 
So while there is a limit to the price of gasoline, this has 
advantages in that the public has no confidence in the new 
deal to retail gasoline as cheaply as this can be done by the 
price war method. 

One of the difficulties of price-fixing is that when two 
prices are fixed instead of one the management of supply 
becomes almost impossible. In the oil business the price 

(Please turn to page 224) 
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High Wage Rates Are Not 
High Earnings 


Mass Purchasing Power Depends as Much 


Upon Hours Worked as Upon Wage Scales 


As Told to P. T. SHELpRIcK 





E is well along in middle accra 
age: a German of 
Taken from life, and in completely different 


Lodz: a weaver born of 
a family of weavers in that 
Polish Manchester. For thirty 
years he has plied his trade in 
this country and for twelve 
years before that in the town 
of his birth. He has worked 
hard, both he and his wife. At 
the time of the crash in 1929, 
they had upwards of $7,000 
saved and had raised a family 
of six to boot. But what with 


ployment problem. 


banks and “guaranteed first = = ———nn 


fields, the two instances that are here given 
bear upon a question of supreme importance at 
the present time. It is a question that goes to 
the heart of the present depression—the unem- 
Where lies prosperity: 
high wage rates and short hours, or lower wage 


rates and longer hours? 


— 45 cents a yard. Today, fol- 
lowing another strike and a 
lengthy period in which he 
again got nothing at all he is 
paid 50 cents. But there is 
little work. One week when he 
did happen to work, he had to 
be satisfied with $25, instead of 
the thirty-odd which he had 
actually earned. 

Out of fifty or sixty looms in 
his present shop, there are only 
two operating and he is the 
operator — when he operates. 
(If, by any chance you should 





mortgages.” . . They live 

now in the shack that was to have been the roadstand of 
the little farm (heavily mortgaged) to which they had hoped 
to retire. The farm house has been rented. 

And what was the trouble: are they no longer employing 
weavers in Paterson, New Jersey? “Sure,” he said, “they 
want weavers—what you might call real weavers, like me.” 
But it seems there have been strikes, one after the other. 
“Ach,” he said, “Strike! strike when there is so much stock, 
when the warehouses are full to the roof with goods. Ach, 
gentleman, strike, when everyone is like me, no money to 
pay the high prices.” Shooting off at a tangent, he casti- 
gates with an indescribable disgust the so-called weavers 
who would work a week and maybe spoil a piece or two and 
then who, “when as you might say they owed the boss 
money,” would quit and take another job. 

Two years or so ago he was working fairly steadily. 
Wages were low, of course, but with tender, skillful care 
two Jaquards would turn out daily fourteen or fifteen yards 
of silk furniture covering. He produced a sample. It was 
a delicate thing; an old gold background with little raised 
clusters of pink and white rosebuds. Four dollars a yard he 
said at the mill and perhaps more than twice as much in any 
large store. Two years ago he got 30 cents a yard for weav- 
ing such stuff—not over-much after forty-two years, but it 
frequently gave him nearly $20 a week, and anything ap- 
proaching $20 a week in the textile business was no laugh- 
ing matter two years ago. 

But then there came a strike. He got nothing at all for 
six weeks. When he went back, he found that his pay was 
38 cents a yard. All was well for a time, but it was not 
long before his boss began to tell him with disconcerting fre- 
quency that he wouldn’t be needed the following week. 
Then along came NRA and he found that he was to get 
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want a good standard loom— 
two or three hundred dollars’ worth—go to Paterson with 
five dollars in your pocket and state your need on any street 
corner). The boss pays four hundred dollars a month rent 
for the plant. He is nearly bankrupt. So desperately hard 
up is he that he will take an order for almost any quantity, 
however small, and cut the piece still on the loom. When 
he does, the old German is called back to weave a few yards 
more. 

Is it possible that our old German, regardless of the fact 
that he, in good times, now long gone, has made as much 
as $80 a week, would sooner work for 30 cents a yard, 
work steadily, and get his money regularly than work 
for 50 cents a yard, work unsteadily, and get his money 
when the boss is in a position to pay? Also, if such were 
the case, is it possible that the boss might avoid bankruptcy 
and the public be enabled to buy silk at a price that it could 
afford to pay? 


* Po * * 


The second type case is American born, an electrician, a 
comparatively young man and fortunately unmarried. He 
has been chronically out of work for a number of years, for 
there is no secret about the depths to which building in New 
York City has sunk. But with the help of savings, a 
brother who worked, and a father who died—leaving a small 
estate—he has just managed to struggle along without public 
aid. 

He was busy at the first rumors of the Government’s low’ 
cost housing plans. He explained: “How impossible to get 
anything without knowing someone” and that he therefore 
visited every contractor he knew and spent hours seeking 

(Please turn to page 227) 
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REMINGTON RAND, INC. DEBENTURE “A” 514s, 1947 





Company’s Position and Outlook 
Improve 


Opportunity to Secure Good In- 


UTSTANDING in the amount 

of $17,500,000 the 544% de- 

bentures of Remington Rand, 
Inc., are currently selling at their high 
for the year—just under par. Last 
year it would have been possible to 
purchase these same bonds around 42 
and even this year they sold as low as 
76. There is, of course, a reason for 
this great increase in price. It is to be 
found in the gains that have been regis- 
tered in the company’s business and 
profits. 

For the fiscal year ended March 31, 

1933, Remington Rand reported an 
operating loss of $1,500,000, which 
was slightly smaller than the loss in 
the previous fiscal year. But following 
a settlement of the banking disturbances 
in the early part of 1933, a very sub- 
stantial improvement in sales volume 
set in and it was not long before 
black rather than red figures were 
being employed in the final balance 
of the profit and loss account. For 
the fiscal year ended last March, 
there was $2,284,153, after depre- 
ciation, Federal taxes, etc., available 
for interest on the 5!4% debentures. 
In other words, interest was earned 
2.24 times over. So far this year, 
the company’s earnings have been 
substantially ahead of last and there 
is every reason to suppose that for 
the whole of the current fiscal year 
interest charges will be earned with 
an even more gratifying margin. 

Remington Rand's business is that 
of the largest and most diversified 
manufacturer of business equipment 
in the world. Its principal lines in- 
clude the Remington typewriter, 
both standard and noiseless, portable 
and non-portable, the Library Bureau 
equipment for card and filing sys- 
tems, the Rand Kardex filing and 
visible indexing equipment and cabi- 
nets, together with a complete as- 
sortment of adding, bookkeeping, ac- 
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come and Modest Appreciation 


By J. S. Witiiams 


counting and _ tabulating machines. 
From the standpoint of gross, about a 
third of the business is derived from 
abroad. Incidentally, foreign sales 
have kept pace fully with the improve- 
ment that has taken place domestically. 
While Remington Rand hardly 
manufactures a thing that does not 
meet keen competition from one or 
several other companies, it recently has 
done more than hold its own in a num- 
ber of lines. Typewriting, tabulating 
and adding machines are probably the 
most important of the items in which 
the company’s share of the total avail- 
able business has been increased. 
With an outlook that appears to 
denote clearly an increase in earning 
power for the company, Remington 
Rand’s 512% debentures possess the 
best of backgrounds. Some bonds hav- 
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ing a similar background, however, will 
be spoiled for the investor by other con- 
siderations—perhaps by a vast quantity 
of prior liens, a lack of satisfactory re- 
strictions in the issue that is being scru- 
tinized, or possibly by an unsound 
financial position on the part of the 
company itself. In the case of Reming: 
ton Rand, however, none of these ob- 
jections appears to exist. The com- 
pany is strong in cash and working 
capital, while the 54% debentures are 
the only long-term indebtedness out- 
standing. As for the provisions under 
which these debentures were issued, 
they are more than usually satisfactory. 
Some of the more important of the 
safeguards surrounding the bonds might 
be noted. Further amounts may be 
issued to the extent of 50% of new 
property acquired, but only when the 
consolidated net tangible assets shall 
be at least twice the consolidated 
funded indebtedness, and when in 
two 12-month consecutive periods 
(occurring within the immediately 
preceding forty months) earnings 
available for interest and Federal 
taxes shall have been not less than 
three times annual charges on the 
then outstanding _ consolidated 
funded indebtedness. There are also 
provisions for the maintenance of a 
satisfactory working capital position 
before additional debentures can be 
issued. 

Sinking fund payments‘ must be 
made semi-annually in steadily in- 
creasing amounts, calculated to re- 
tire 60% of the debentures by the 
time the issue matures. There are 
provisions also for restricting severe- 
ly the company’s powers to mort- 
gage any of its property, or to as 
sume mortgages on acquired prop- 
erty, without ratably securing the 
existing debentures. Nor is the 
company free to dissipate its assets 

(Please turn to page 226) 
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HE MacazineE oF WALL Street’s Bond Ap- 
praisals of active and important bonds is pre- 
sented in two parts. The sections alternate with 

appropriate alterations and additions, so that holders 
and prospective buyers of bonds may be constantly in- 
formed as to the effect of developments in the largest 
number of issues. 

Naturally, it is understood that all the issues men- 
tioned do not constitute recommendations, although 
the relative merit of each is clearly indicated either 






by the tabular matter or by the comment. For those 
who desire to employ their funds in fixed income-bear- 
ing securities we have “double starred” the issues 
which appear to us most desirable, safety of principal 
being the predominant consideration, while a single 
star designates those which, while somewhat lower in 
quality, nevertheless provide an attractive income, or 
offer possibilities of price enhancement. 

Inquiries concerning bonds should be directed to our 
Personal Service Department. 
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Total Amount Fixed Charges 
















































funded of of times earned t Price 
Company debt _issu a - ~*~ Yield to COMMENT 
(mil’ns) (mins) 1932 1933 Callt Recent Maturity 
Central R. R. of N. J. Gen. 5s, 1987......... 654 49 5 .6 NC 105 4.7 Good bond, though the issue represents large 
proportion total debt. 
Colorado & Southern : 
Ref. & Ext. (now ian, 4s, 5.1.35.. ee 36 Bf .8 101 95 4.7§ Roy strong, tho refunding may prove 
problem. 
Se oe 49 20 AS 8 110* 71 6.5 Junior to issue above. 
Fort Worth & Denver City ist 5s, 1961.. 49 8 Bi 8 105* 105 5.2 Good grade bond. 
New York Central R. R. 
Consolidation 4s, 1998................... 671 68 % 9 Cc 85 4.8 A strong investment issue. 
Coll. Tr. Conv. 6s, 1944................. 671 60 x x 105* 111 4.6 —— 25 shares com. per $1000. Well 
secure 
Ref. & Imp. ‘‘A” rer} PURE chewsobxskeses 671 355 AS 9 110 60 7.5 Fair grade only. 
Ls SO Sk 2 errr 671 12 “ 9 110 92 6.5§ None too strong 
*kN. Y.C. & H.R. Ditge. 34s, 1997.. ey | 94 a 9 NC 94 3.8 High grade waderiying bond. 
4 ty = pata ym me. Oe, 1948 oa ; oy = a 9 2 c 4 . Rank with Cons. 4s, 1998. 
e Shore Co! Ss, ie 3 a 9 Cc 5 : re a " 
N.Y. C.& H.R. Mich, Cent. Coll. 314s,°98.. 671 19 7 ‘9 «6NC 84 «4.2 \ Prior in lien to Cons. 4s, 1998. Strong bonds 
Lake ~E & M. S. ist 34s, 1997....... 671 50 — .9 NC 96 3.7 High grade investment. 
Chic., Ind. & Sou. Mtge. Gs, 3006......... Ga 15 .7 _- NC 87 5.0 Good bond 
Cleveland Short Line ist 44s, 1961. OF 12 ej .9 NC 102 4.4 Strong issue. 
* Jamestown, Frank. & Clear. ist 4s, 1959... 671 11 .7 9 NC 82 5.3 Good caliber. 
c., Cc... C & St — Ry. 
Gen. en i i i i koe. 'e a 671 33 ~ | 9 NC 94 4.3 Better grade. 
Ref. & Imp. oa SS , 671 65 sf S| 105 °47* 71 6.5 Junior to issue above. 
Michigan Central R. R. 
oe, A ee 671 18 af 9 N 100 3.5 High grade. 
Ref. & Imp. “C” 44s, 1979.......... 671 18 wv 9 105* 92 4.9 Sailer to issue above. 
Canada Southern an a 65s, 1962...... 671 29 A .9 NC 108 4.5 
Detroit R. T. (D. T. & T.) 1st 4%s,61.... 671 18 7 9 NC 106 4.1 (Better grade issues. 
N. Y. & Harlem Ref. aon 1st) 314s, 2000... 671 12 .7 9 NC ie me Of the highest caliber. 
West Shore ist 4s, 2361................. 671 49 A 9 NC 85 4.7 Strong, well-situated bond. 
New York, Chicago & St. Louis R. R. 
1S, Oe 182 17 9 NC 100 4.0 Better grade. 
Ref. on 44s, 1978 .. ow oe 99 4 9 102 60 7.7 Tunior to issue above and prior liens thereto. 
PID oo Ss nn ccciescsap eee oo. Sa 15 9 100 66 9.1§ Unsecured and speculative. 
Reading Co. 
om, & Rel, “A” £360, D007... 0000s 136 76 1.5 1. 105 105 4.3 Better grade. 
Jersey Central Coll. ‘4s, LE RRS 136 21 1.5 a 105 28 4.2 Collateral is valuable. Good bond. 
Southern Ry. Co. 
* ist Cons. 5s, 1994....... <0 ae 92 4 1.0 NC 99 5.1 Good grade bond. 
v. & Gen. 4s, 1956...... ree 154 4 1.0 NC 57 8.3 unior to issue above. 
St. Louis Div. ist 4s, 1951....... ee 12 4 1.0 NC 81 5.8 ileage is valuable. Good grade. 
East Tenn., Va. & Ga. 1st 5s, 1956........ 297 13 4 1.0 NC 105 4.6 Mileage also valuable. Better grade. 
New Orleans Term. ist 953.. -. oee 14 4 1.0 NC 83 5.5 Reasonably strong. 
Atlanta & Char. Air Line ist 5s, 1944...... 297 20 4 1.0 NC 106 4.2 Sound issue. 
** Washington Terminal ist 34s, 1945...... ar 12 NC 101 3.4 Guaranteed by B. & O., etc. High grade. 
. eye e 
Public Utilities 
Alabama Power Co. 
SRR 6 5 5256 suus oobswercses 97 71 1.8 2.7 105 92 5.9 Good grade, but Government interference 
and competition unknown factors. 
oi VY ep! 4 | errr 97 81 1.8 a i 104144 * 84 6.6 Rank but slightly below ist 5s. 
eS SS 97 63 1.8 2.7 1014%* 68 7.0 Rank slightly below ist Lien & Ref. 5s. 
Brooklyn Union Gas Co. 
Ca Ss 4 Seer 49 15 3.0 2.8 NC 115 3.3 Of the highest grade. 
ist & Ref. “B” DPN Sock co bce ceacseakee 49 16 3.0 2.8 107* 110 4.3 Junior to issue above, but still high grade. 
a er 49 18 3.0 2.8 10314* 104 4.6 Strong bond, tho not secured by mtge. 
Cons. Gas of New York 
oy 398 140 106* 101 4.4 Better grade, despite the possibility of lower 
rates. 
Westchester Lighting 1st 5s, 1950.. . 398 9 3.7 2 NC 114 3.8 Of the highest grade. 
N. Y. & Westchester Ltg. Gen. 4s, 2004. . 898 10 3.7 3.2 100 101 4.0 Junior to issue above, but still strong. 
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e oye,? . 
Public Utilities (Continued) 
Total Amount Fixed Charges 
funded ofthis times earnedf Price 
Company debt issue ———— ——* Yield to COMMENT 
(mil’ns) (mil’ns) 1932 1933 Callt Recent Maturity 
Detroit Edison Gen. & Ref. (now 1st) “D” 
44s, MMP isis a944cs'9-alano sic ais woes gieratas ao 134 134 2.1 1.9 105 °41* 106 4.1 Entitled to a high grade rating. 
Indianapolis Pwr. & Lt. 1st “A” 5s, 1957..... 38 38 2.0 1.9 104* 96 5.3 Good grade. 
Jersey Central Pwr. & Lt. 1st “C’”’ 414s, 1961. . 42 42 2.1 1.8 105* 92 5.0 Better grade bond. 
**Kansas City Power & Light 1st 414s, 1961... 41 41 3.1 3.6 .1%9 110 3.9 High grade. 
= gy — Co. 
ef. xt. Ss, extd. 4.1.39.............. 86 20 1.5 1.3 100 95 6.3 Fairly good bond. 
Ast Coll. & Ref. “C” 5614s, 1953........... 386 23 1.5 1.3 103* 61 10.2 Junior to issue above, tho $10,000,000 of the 
former pledged hereunder. 
Massachusetts Gas Cos. 

ee EO RA ee 51 16 2.0 2.0 105 102 5.3 — equally, both these issues are good 

LoS See ee eee re 61 24 2.0 2.0 103 95 5.4 grade. 

Boston Con. Gas Deb. 5s, 1947........... 11 11 5.5 4.5 105 108 4.2 Senior to two issues above. Strong bond. 

New York Edison 

ist Lien & Ref. “B” 5s, 1944............. 123 85 5.0 4.4 105* 110 3.8 High grade investment bond. 

N. Y. Gas & El. Lt., Heat & Pwr. 1st 5s,1948 123 15 5.0 4.4 NC 116 3.5 { Assumed by New York Edison. 

MN. Oe RD co ois 55 '0,0:0:0,6.0 6.0.04. <eee-s 123 21 5.0 4.4 NC 107 3.4 Gilt edged. 

*N. Y. Power & Light 1st 414s, 1967......... 67 66 2.1 1.8 105* 91 5.1 Good caliber ; 
North American Deb. 5s, 1961............. 317 25 1.7 1.5 10414* 83 6.3 Among the better holding company issues. 
Ohio Edison Co. 

BOR ee Ns WENO 5:5 5 5's 5551 5:5)5 ei ocs.s'e. 70 27 2.2 1.9 105* 96 5.3 Has considerable merit. 

Northern Ohio Pwr. & Lt. Gen. & Ref. 514s, Ohio Edison assumes these bonds. They 

np J ER Ra Eee 70 18 2.2 1.9 105* 102 5.3 are approximately of the same grade as 

Penn.-Ohio Pr. & Lt. ist & Ref. 5's, 54.. 70 19 2.2 1.9 104* 104 5.2 issue above. 

Southern California Gas Co. 
ist & Ref. (now Iist,) “B” 514s, 1952...... 27 12 2.7 2.6 10214 104 5.2 Better grade. 
Ist Mtge. & Ref. 44s, 1961.............. 27 21 2.7 2.6 105* 96 4.8 Ranks slightly below issue above. 
Southwestern Bell Tel. ist & Ref. 5s, 1954... 50 49 5.0 4.7 105* 110 4.2 High grade. 
e 
Industrials 
Am. I. G. Chem. Gtd. conv. Deb. 544s,1949... 30 30 1.8 1.9 110* 103 5.2 Real caliber difficult to ascertain. Probably 
good bond. 
California Packing conv. Deb. 5s, 1940...... 13 13 def a 6.9a 103* 104 4.2 aYears to 2.28. Great come-back has im- 
proved bond’s quality. 
Crane Co. Notes Ss, 1940.................. 11 11 def def 10144* 101 4.8 Standing improved recently. Good grade. 
Dodge Bros. Deb. 6s, 1940................. 30 30 def q 4.5q 105* 107 4.7 nage od earnings. $10,000,000 were call- 
ed Nov. 1st. 
*Goodyear Tire & Rub. ist & Coll. 5s, 1957... 58 54 8 1 103* 103 4.8 Good grade investment. 
National Dairy Products Deb. 514s, 1948.... 70 70 3.9 8.7 10314 * 103 4.9  Industry’s condition remains unsettled, tho 
‘ bond is entitled to a good rating. 
National Steel 1st Coll. 5s, 1956............ 39 37 1.8 2.3 103* 106 4.6 Entitled to a high rating. 
New York Dock Co. 

NN I gions oa: sien @aiele.cainnndate 20 13 1.1 1.0 105 60 7.2 Property is very valuable, but currently 

revenues are small. 

PO RIO Ss o.c4.cocadaccssesicnse 20 7 1.1 1.0 101 . Unsecured by mortgage. 

*Remington-Rand Deb. “A” 514s, 1947....... 18 18 def c 2.2c 104* 100 5.5 cYears to 3.31.33/34. Company strong finan- 
: cially and doing better. 
Socony-Vacuum Corp. 
Std. Oil of N. Y. Deb. 414s, 1951......... 5) 50 2.3 4.9 101* 103 4.3 W.£ll be sole funded debt. High grade. 
Gen. Petroleum 1st 5s, 1940............. 5u ea 2.3 4.9 102'4* eh as Called Feb. 15, 1935. 
Short-Term Issues 
Due date 
**x Atlantic Refining Deb. 5s................ 7.1.87 14 5.9 10.1 NC 107 2.2 Better grade investment. 

Buffalo Gen. El. ist Ref. 5s.............. 4.1.39 7 2.6 2.1 105 5G a High grade bond. 

Chicago Gas Light & Coke Ast 5s......... ye 10 1.9 . NC 104 3.6 Better grade investment. 

NNIEE COT POO NO 56.65, 0 55.0: .9'5 81915 05,5.5,6- 0:5 S:0 12.1.37 28 1.4 def 10314 105 3.2 Better grade issue. 

Midvale Steel & Ordnance Conv. 5s...... 3.1.36 31 def h defh 105 103 2.9  hEarnings Bethlehem Steel. Better grade. 

**xNew York Telephone ist & Gen. 4'4s.....11.1.39 61 3.4 4.6 110 109 2.5 Gilt-edged. 

Pacific Tel. & Tel. ist & Coll. 5s.......... 1.2.37 26 4.1 3.8 110 107 2.1 Of the highest grade. 

t Fixed charges times earned is computed on an “over all” basis. In the case of a railroad, the item includes interest on funded debt and other debt, 
rents for leased roads, miscellaneous rents, etc.; in the case of a public utility it includes interest on funded and unfunded debt, subsidiary preferred dividends 
minority interest, etc. {t An entry such as 105 ’36 means that the bond is not callable until 1936 at the price named. * Indicates that the issue is callable as a 
whole or in part at gradually decreasing prices. ** Our preferences where safety of principal is predominant consideration. * Our preferences where some 
slight risk may be taken in order to obtain a higher return. § Current yield. 
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The Trend of Commodities 


Rubber Points Higher—Success of New Agreement 


Among Producers Depends on Control of Native 


Producers — Will We Be Importers of Corn? 


S we attempt to outline the mar- 
ket situation in crude rubber, we 
find ourselves at once in a huge 

international market. We constantly 
hear the assertion that our country must 
become 100% self sufficient. Short- 
sighted people say such things quite 
without regard to the fact that many 
important items in our universal daily 
use must come from abroad. Of these 
importations, rubber and silk lead the 
list and we have no mind to do with 
out either, nor without many other 
things, quinine, for instance, which 
we must likewise import. 

The development of automotive 
transportation created three tremen- 
dous demands in addition to that made 
upon the owners’ pocketbooks—gaso- 
line, highways and rubber. All three 
so quite indispensable for the motorist 
that one may not say that the greatest 
of these is rubber. But certainly, smooth 
as are our motor highways we still 
must have rubber if we are to keep the 
air cushion under our cars and the 
well known resiliency under our heels. 
Therefore, we go into the world mar- 
ket—and stay there—buying rubber, 
nearly half a million long tons per 
annum. A long ton is 2,240 pounds, 
and the trade abroad is carried on in 
pounds sterling and Dutch guilders. 
At this time the importer has to be an 
expert in foreign 
exchange as well 


By C. S. Burton 


flow of the raw material to replace the 
tires we see sometimes in roadside junk 
heaps, to replace the garden hose that 
we left out in the hot sun; 1100 to 
1400 tons per day, more or less, by 
way of very rough average. 

It should be no matter for surprise 
that the current market suffers from 
too much rubber. It had seemed that 
the demand for automobiles had no 
saturation point and, building upon 
this postulate, there were too many 
rubber plantations made in the far 
away jungles, just as there were too 
many oil wells drilled, too many refin- 
eries built and many times too many 
filling stations set up along the high- 
ways and around nearly every corner. 

During those years when cultivated 
rubber was just coming to market in 
quantity and the automobile industry 
was regularly far surpassing all pre- 
vious records each year, the profits 
flowing to the British companies own- 
ing plantations in Malaya and Ceylon 
were tremendous. 

The bad boy in rubber is the native 
grower. He neglects or breaks almost 
all of the methodical rules and regula- 
tions laid down and followed by the 
British plantation managers and he pro- 
duces more rubber per acre than does 
the Englishman with all his meticulous 
care of his trees. 


It was in the endeavor to hold onto 
and continue the huge profits in plan- 
tation rubber that the first effort at 
restriction of production was made in 
1922. The British government put 
all its weight behind the Stevenson 
Plan and under sudden and rigid re- 
striction rubber advanced in price 
from 133% cents per pound to $1.23. 
The Dutch were not included in the 
Stevenson Plan for the British con- 
trolled 70% of the production at that 
time. The Stevenson Plan was effec- 
tive from November 1, 1922, to No- 
vember 1, 1928, but during these 
years the native Javanese were employ- 
ing every moment and their united 
effort produced so much rubber that 
the British simply could not keep the 
umbrella up over their plantation 
owners. 

Whereas the British dominated the 
rubber market in 1922 with the greater 
part of the world’s cultivated rubber 
acreage and 70% of the production, 
today the division of acreage between 
the Dutch and the British and the 
rest of the world is about 52% Bnit- 
ish, 41% Dutch, and 7% scattered, but 
British investment in Dutch posses 
sions gives to the London market direct 
control of current production, export 
quotas for 1935 being 62% of the 
total allotted to the British and 31% 

to the Dutch. 


It was the arti- 





as to be able to 
judge the rubber 
market. 

Crude _ rubber 
comestoour 
ports from Java, 


Sumatra, Borneo, Malaya... - 
the Dutch East Netherlands India 
Indies, — from Ceylon. . 
British Malaya, India .. 
Burma...... : 


from Ceylon, 


from French In- re Deanne 


do-China, f rom Sarawak... . 
Burma, from In- Siam:..... 
dia, from Brazil, “09 


from Bolivia. It 
comes in a steady 





Quotas for Each Country, Under the Latest 


Rubber Agreement 


(Figures in Tons) 


ficial price cre- 
ated by the Ste- 
venson Plan that 
made the jungle 
look like easy 





1934 1935 1936 1937 1938 money to the na’ 

504,000 538,000 569,000 589,000 602,000 tive. They could 

352,000 400,000 443,000 467,000 485,000 only see consump- 

77,500 79,000 80,000 81,000 82,500 tion continuing to 

6,850 8,250 9,000 9,000 9,250 crow. At that 

5,150 6,750 8,000 9,000 9,250 time the natives, 

nee 12,000 13,000 14,000 15,500 16,500 according to a 
24,000 28,000 30,000 31,500 32,000 very imperfect 

amas 15,000 15,000 15,000 15,000 15,000 census, had a pos: 
996,500 1,088,000 1,168,000 1,217,000 1,251,500 sible 450,000 


| acres planted to 
rubber, not plant- 
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ed in any systematic orderly way, but 
planted and allowed to grow on the 
basis of the survival of the fittest with 
little or no attempt otherwise to tame 
the jungle. The production of native 
rubber much resembles that of silk in 
Japan. Once the initial operations are 
completed the members of the family 
must do the rest. There is no way for 
the English plantation managers’ cost 
accountants to reach a competitive 
basis. Today the natives have more 
than four acres in rubber for every one 
they had twelve or thirteen years ago. 


White or Native Growers 


The real situation in rubber there- 
fore is the challenge to the white 
planter by the native grower, with the 
odds, barring artificial trade barriers, 
in favor of the latter. 

In the attempt to protect the English 
and Dutch investments in plantations, 
which once paid such extremely hand- 
some profits, a new international agree- 
ment has been signed 





should be no new plantings during the 
existence of the pact and that replant- 
ing should be limited to 20% of pres- 
ent planted area. By later agreement 
this restriction was eased to 25%. 

There has been formed an Inter- 
national Rubber Regulation Commit- 
tee composed of representatives from 
each country charged with administra- 
tion of the plan. 

Present calculations are based on 
production of some 975,000 tons and 
an absorption of 950,000 tons. This 
small resulting surplus is no more than 
is needed to steady the market and 
prevent buyers from bidding up on 
each other for quick deliveries. It be- 
comes apparent at once that due to 
somewhat increased consumption the 
pressure upon growers by way of re- 
striction is for the present only nominal. 

Back of this seemingly happy face of 
affairs there are nevertheless some acute 
problems. For the importers of rubber 
there is the problem of higher prices. 
It seems to be a matter of general opin- 





the restriction of production of a raw 
material in world wide use may be 
watched with the greatest interest. The 
matter of consumption will be com- 
paratively easy to estimate from a con- 
stant flow of figures. The factor of 
production may lie with a brown 
skinned boy clad only in a loin cloth 
who slips along the footpaths in the 
Bornese jungles and gathers the sap 
from trees which are almost as wild 
and free from cultivation as were their 
forebears along the Amazon. 


Corn Shortage Likely 


In our domestic commodity markets 
corn has rather held the center of the 
stage. We had an extremely short 
crop of both wheat and corn, which 
makes the anomaly more marked when 
the farm price of corn rises above the 
farm price for wheat. Ordinarily a 
bushel of corn sells for about 60% of 
the prevailing price for wheat. We 
may see the importation of some 

Argentine corn here, 





to restrict production. 

The wide swings— 
the ups and downs— 
of rubber reflect the 
almost unbelievably 
rapid development of 
an industry, a growth 
upon which many 
other industries had 
to rely, this situation 
being no means con- 
fined to the motor car. 
It seems hardly credi- 
ble that no longer ago 
than 1905 more than 
99% of the world’s 
rubber came from the 
jungles of the Amazon 
country; that in just a 
little more than a 


CENTS PER POUND 


RUBBER PRICES 


aes 


RIBBED SHEETS 
CENTS PER POUND 
AT NEW YORK 





jt 1934 


as we have already 
imported some oats. 
They will be shuck- 
ing corn in the Ar- 
gentine next May and 
by that time our short 
crop will have been 
pretty well consumed. 
One can _ imagine 
some of the Iowa 
farmers of a past gen- 
eration turning in 
their graves at the 
thought of our buy- 
ing corn abroad, but 
they lived before the 
days of the business 
of “not raising” hogs 
was made profitable. 
The market in corn is 





quarter of a century 





1933 


worth watching, it 
holds possibilities of 








production should 
have shifted to a far 
quarter of the globe and so-called “wild’ 
rubber should have become a negligible 
quantity. Eight million acres of culti- 
vated rubber seized the market and 
largely overran it, so that today the 
outlook is dependent upon the work- 
ability of the new agreement which has 
been made by the producers of crude 
rubber in Malaya, the Dutch East 
Indies, India, Burma, Siam, North Bor- 
neo and French Indo-China. 

This agreement made to extend over 
a five year period does not attempt to 
interfere in any way with prices. There 
are quotas set up for each of the sig- 
natory countries as shown in the ac- 
companying table. 

In order that the difficulties which 
arose under the Stevenson Plan may 
not recur, it was provided that there 
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ion that with any continued improve- 
ment in business crude rubber will 
move up to somewhere around 20 to 25 
cents per pound by midsummer, as 
against a present figure of 13 cents. 
There is no lack of prediction of much 
higher figures on the part of those who 
are more optimistic as to business ac- 
tivity generally. 

On the growers’ side the crux of the 
problem lies in the ability of the author- 
ity of the Netherlands colonial gov- 
ernment to control the native grower. 
A price too high would mean the 
smuggling out of rubber by the natives 
and the authorities must depend upon 
quotas and export tax on any excess if 
they are to make good their undertak- 
ing to hold the Javanese grower in line. 

The workout of this newest plan for 


substantial advance. 

There is an increasing interest in 
the outlook for wheat for the crop 
year ending August 1, 1935. It is ad- 
mitted on all sides that the winter seed- 
ings have gone into ground that lacks 
proper moisture and the traders in 
wheat are watching all the weather 
maps from day to day. 

The really important thing, however, 
in wheat is that keeping the price above 
world market parity we are losing our 
place as exporters, just as we are doing 
in cotton. It seems that no one stopped 
to consider the plight in which our 
great cities along the Atlantic seaboard 
are to find themselves if this trafic con- 
tinues to dwindle. But now there are 
some signs that the importance of this 
phase of our economic life is being 
recognized. 
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Boom-Time Mergers That Have 
Proved Themselves 





GENERAL MILLS 





E are told that in the glamorous 
year 1929 and the several gay 
years immediately preceding it 

almost everybody in this country was 
crazy; that the promoters ran wild; 
that water was the chief element behind 
security prices; that business indulged 
in reckless over-expansion of producing 
facilities and so on down the limitless 
list of things supposed to be the matter 
with us in the boom. 

There is truth and untruth in these 
generalizations, as there usually is in 
any broad generalization. It is a strik- 
ing fact, however, that not a few of 
the strongest enterprises today are cor- 
porate entities born in mergers effected 
in the boom years. 

It goes without saying that no eco- 
nomically unsound combination put to- 
gether in the high price period 1923- 
1929 and particularly in the speculative 
years 1928-1929 could possibly have 
withstood the test of the worst depres- 
sion in the history of the country. 
When one finds, therefore, that such 
a combination today is sailing smoothly 
along the road of business success, that 
fact is conclusive evidence that the 
merger was soundly and wisely con- 
ceived to perform a useful eco- 








NATIONAL STEEL 
By Joun D. C. WELDoNn 


ers—General Mills, National Steel and 
Standard Brands, each a giant of 
American business. What was the eco- 
nomic purpose and the business philoso- 
phy behind each? How has each 
worked out? 


General Mills 


General Mills buys wheat and makes 
it into food products, chiefly flour. It 
is the largest enterprise in the world 
founded on our staff of subsistence— 
bread. On the one hand, its raw ma- 
terial is a speculative football, at the 
mercy of the vagaries of nature. On 
the other hand, it is confronted by a 
relentless competition inevitable in the 
manufacture of a product which almost 
everyone in the world consumes every 
day. 

On both sides of its business, there- 
fore, it faces problems which demand 
a maximum of operating efficiency if 
it would hold its leading trade position. 
It was to obtain that increased efficiency 
that the present corporation was formed 
in 1928 in a merger of the Washburn 
Crosby Co., Royal Milling Co., Kalispell 
Flour Mill Co., The Rocky Mountain 





STANDARD BRANDS 





do with this merger, setting up an 
organization capable of producing more 
than 80,000 barrels of flour every 
twenty-four hours. Economic compul- 
sion had everything to do with it, as 
we shall presently see. 

First, however, a bit of perspective 
on this industry and its men. Most of 
the key executives of General Mills are 
millers and descendants of generations 
of millers. The great grandfather of 
James F. Bell, president of General 
Mills, built a flour mill near Philadel- 
phia early in the nineteenth century. 
That pioneer’s father and grandfather 
had been millers before him. 

The business history of these men is 
the history of the evolution of flour 
milling, its introduction from England, 
its drift westward to Rochester, St. 
Louis and Minneapolis as it followed 
immigration into the wheat lands and 
ever sought the most advantageous loca- 
tions in relation both to the raw ma- 
terial and the market for flour. 

Up until 1870 there was no impor: 
tant technological advance in this then 
scattered industry of thousands of small 
mills. The millstone of colonial days 
remained the medium for grinding 

wheat. The middlings purifier 





was introduced in 1870. In 1879 





nomic service. 

Despite much criticism of the 
“old order” of business and espe- 
cially of Big Business, the vast 
majority of business men were | 
never either stock-jobbers or | 
speculators. The vast majority of 
the gigantic mergers of the boom 
years were founded on the belief 
that the resultant corporation 
could produce and distribute its 
products more efficiently and 
profitably than could the com- 








General Mills, Inc. 
Working Net 
Capital Per Share 
MP tnsxakewerenis $27,060,541 $4.58 
SS < Gia snaskosene 24,904,603 4.83 
OES +4 Ss serreecans 25,601,808 3.71 
SOE io saceensawacne 25,056,081 3.93 
CERES Riwinws kis Gis las ak 27,372,499 4.13 
ie EE OE Tee ye 28,116,256 3.56 


(Fiscal Years Ending May 31) 


steel rolls replaced the millstone, 
and that was the birth of eco 
nomical mass production of flour, 
destined to sweep out of existence 
more than three-quarters of the 
country’s 20,000 mills. 

From that time forward mass 
production pressed ever more re- 
lentlessly for increased efficiency, 
reducing the profit margin in 
flour to a few cents a barrel, 
against $1 to $2 a barrel fifty 
years ago. It was soon found 











ponent units on an_ individual 





basis. Doubtless in some cases, 
the course of events did not justify this 
belief, but in others it proved so well- 
founded that not even a major depres- 
sion could destroy its validity. 

This article will examine three of the 
most successful of the boom-time merg- 
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Elevator Co., and The Red Star Mill- 
ing Co.; and that additional mills were 
acquired in 1929 in Texas, Oklahoma, 
California, Utah, Oregon and Wash- 
ington. 

The speculative boom had nothing to 


that local mill operation had 
reached its maximum of efficiency, since 
it had to stand or fall by local condi 
tions, including variations in quantity 
and quality of local wheat supply. 
The next evolution was the develop: 
ment of super-milling companiés with 
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many mills advantageously situ- 
ated in relation to the raw mate- 
rial, to the consuming markets 
and the least expensive facilities 
of transportation but all under 
centralized direction. The Wash- 
burn Crosby Co. adopted this 
method in 1903. The formation 
of General Mills in 1928 was 
simply the natural and logical de- 
velopment of this policy. 





National Steel Corp. 
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had in 1929. It has more efficient 
producing facilities than it had in 
1929; 

In short, the results of that 
1929 merger, which involved no 
public financing have been pretty 
much what they were expected 
to be. Its purpose was to set 
up a compact, efhicient organiza- 
tion with plants advantageously 
located in relation to raw mate- 
rials and markets; and capable of 














The company’s sales reached a 
maximum of $163,071,662 in the 
1930 fiscal year, declined to $83,886, 
335 in the 1933 fiscal year and spurted 
back to $118,092,058 in the fiscal year 
ended May 31, 1934. These variations 
reflected price changes far more than 
volume changes, and the soundness of 
the General Mills set-up is suggested by 
the fact that on 1933 dollar sales but 
slightly more than half the dollar sales 
of 1930 the company earned $4.13 a 
share on its common stock, as compared 
with $4.83 in 1930. In every year since 
its formation it has earned and paid a 
dividend of $3 a share and paid an ex- 
tra of 50 cents in 1929. 

It will be noted that this record of 
eficiency antedated the New Deal, un- 
der which not even the best of manage- 
ments can control all cost factors. For 
the fiscal year ended last May 31, dollar 
sales were up $34,000,000 but profits 
declined by $370,000 or to $3.56 a 
share. 

“The advent of the Government in 
business through numerous new agen- 
cies has presented many problems re- 
sulting in considerably increased ex- 
pense,” explained President Bell. 

This is a mild statement, indeed, of 
the complications set up by N R A, 
the processing taxes, etc. Consider- 
ing these complications, General Mills 
may be said to have fared remark- 
ably well. 

Whenever necessary in the course 
of its daily business, the company pro- 
tects itself against fluctuations in wheat 
prices by hedging in the futures market. 
This policy, of course, is essential to 
the stability of its profits. 

The company has no funded debt, 
capitalization consisting of 222,644 
shares of 6% preferred stock and 
662,452 shares of no par value common. 
Current assets, including $4,117,432 
cash, amount to $34,865,376, against 
current liabilities of $6,749,120. It 
seems probable that the adverse cost 
factors above cited have now worked 
their major damage and that General 
Mills has a reasonable chance of work- 
ing back toward per share profits some- 
what higher than for the past year. 
Meanwhile, yielding 5% at 60, the 
stock may be said to command a slight 
premium, justified by the demonstrated 
soundness of the equity. 
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National Steel 


The National Steel Corp., sixth 
largest steel producer in the country 
and second largest maker of tinplate, 
was incorporated late in 1929 as a 
merger of the Weirton Steel Co., Great 
Lakes Steel Corp. and certain subsidi- 
aries of M. A. Hanna Co., of Cleve- 
land. 

This enterprise is dominated by 
Ernest T. Weir, tycoon of Weirton, 
W. Va., a steel man first, last and 
always, and the very epitome of the 
presently unpopular term “rugged indi- 
vidualist,” as N R A and the American 
Federation of Labor have learned in 
protracted skirmishing with him. 

The company’s performance is inter- 
esting in several respects. This young- 
est of important steel makers is the 
only important steel maker which has 
earned profits in each year throughout 
the depression. It has more working 
capital today than it had in 1929. It 
has more producing capacity than it 





competing successfully in a varied 
line of steel products with its much 
larger rivals. 

While it may be said that that pur- 
pose has been achieved, it is equally 
significant that the accomplishment does 
not mark the end of any particular 
chapter in the history of National 
Steel. In successful corporations, 
whether business is good or bad prog- 
ress and improvement must be a con- 
tinuing thing. It is so with National 
Steel. It has been building since 1929 
and right through the depression, and 
is still building—building more efficient 
physical facilities, applying the lessons 
of constant technical research, devising 
new methods. 

To further this program, the com- 
pany issued $40,000,000 of 5% bonds 
in 1931, due in 1956 but carrying sink- 
ing fund provision. Having started 
with long-term obligations of $9,821,- 
000 in 1929, this brought such debt to 
$49,821,000, but by the close of 1933 
it had been reduced to $39,561,666 or 
by 20%. Meanwhile, the property 
account had increased from $65,000,- 
000 in 1929 to $101,000,000 at the 
close of last year, the latter figure being 
after notably conservative depreciation 
reserve of $45,000,000. Over the same 
period working capital increased from 
$21,000,000 to $27,764,000 or by 32%. 
This would be a notable performance 
for any company in a period of major 
depression. It is little short of phe- 
nomenal for a steel company. 

As one might expect—since the best 
of executives are something less than 
wizards—there are certain especially 
favorable circumstances which enter 
into this picture. Among them is the 
fact that National Steel is less de- 
pendent upon the heavy industries than 
any other major steel maker. Second 
only to United States Steel in tinplate, 
it has in this product a profitable and 
relatively stable representation in what 
is really one consumption goods indus- 
try—tin containers and food packing. 

Even more important is the fact that 
it enjoys a strong trade position in 
supplying steel to the automobile in- 
dustry, an industry which in some 
respects can be regarded as a con- 
sumption goods industry. It did not 


suffer in depression as badly as did 
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such steel users as construction, 
railway equipment or heavy ma- 
chinery; and has been in the van- 
guard of recovery. One of Na- 
tional Steel’s largest and most efhi- 
cient plants is situated just out- 
side of Detroit, giving it a com- 
petitive advantage of no small 
importance. To increase the efh- 
ciency of this plant still further, 
the company is now building 





Standard Brands, Inc. 
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to every housewife in the country, 

On each of these products large 
fortunes had been  built—and 
especially the Fleischmann for- 
tune—before the public was of- 
fered participation in them in the 
form of Standard Brands shares, 
listed on the New York Stock 
Exchange. But since there is no 
saturation point in foods, the 
golden stream of profits has con- 








—— tinued, and will continue, to flow 





there—without financing of any 
kind—a continuous hot and cold + 
strip mill which will cost when com- 
pleted between $12,000,000 and $15, 
000,000. 

On the other hand, there will ulti- 
mately be a revival in the heavy indus- 
tries, and when it comes National Steel 
will also be reckoned with in that 
picture. For the Weirton, W. Va., 
plant is a modern convertible mill 
suitable for the efficient production of 
rails or structural steel. A third mod- 
ern plant is situated at Buffalo, N. Y. 

As rounded out by its continuing 
building and modernizing program, the 
company is a completely integrated 
organization, capable of manufacturing 
at low cost even when, as during 
depression, operations are far under 
capacity. Its operations include the 
mining and transportation of required 
raw materials; the manufacture of pig 
iron in blast furnaces; the making of 
steel ingots through open hearth treat- 
ment of pig iron and scrap; and the 
rolling of steel ingots into a widely 
diversified line of finished products. 

Capitalization following the funded 
debt above referred to consists of 
2,156,832 shares of capital stock of 
$25 par value. The earnings record 
per share is as fol- 





lows: 1930, $3.91; ae ASS 
1931, $2.06; 1932, 77 a 
cents; 1933, $1.30; 


first nine months of 
1934, $2.12, of which - 
the third quarter, due ; 
to low operations and 
somewhat higher 
costs contributed 
only 16 cents. 
Paying a dividend 
of $1 and selling 
around a price of 42, 
the stock is obviously 
high in relation to 
current earnings, but 
the premium can not 
be considered out of 
line in view of the 
soundness of the 
equity and the prob- 
able future earning 
power reasonably to 
be expected under 
normal business recov- 


ery. 
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Standard Brands 


The present Standard Brands, Inc., 
was organized in 1929 and in the four 
years and nine months since the end of 
that optimistic year has earned more 
than $72,000,000 and paid out in divi- 
dends more than $73,000,000. Despite 
the fact that it distributed to sharehold- 
ers over this period more than it earned, 
its financial position remains a notably 
strong one. 

As in the case of General Mills, 
above discussed, this enterprise repre- 
sents a natural and logical evolution 
in a homogeneous industry, namely the 
manufacture and distribution of pack- 
aged foods. In nroducing, distributing, 
selling and administrative problems, the 
advantage of centralized direction of 
numerous subsidiary units is obvious. 

The plants, warehouses and agencies 
of this company literally dot the coun- 
try, constituting a producing and sell- 
ing organization tapping every state 
and reaching throughout Canada. Its 
major products—such as Fleischmann’s 
Yeast, Chase & Sanborn’s Coffee, Royal 
Baking Powder and Royal Desserts— 
have for years been familiar trademarks 


Fleischmann Plant at Peekskill 





—imposing in total, but modest, 
indeed, when divided among the thous- 
ands of owners of the 12,645,374 shares 
of common stock. 

Our demand for food being stable, 
and packaged, trademarked foods be- 
ing relatively slow to be affected by 
the fluctuations in prices of raw ma- 
terials, it is not surprising that stability 
of earning power is the outstanding 
characteristic of Standard Brands. Net 
income was $16,402,000 in 1930; $14, 
542,000 in 1931; $15,001,000 in 1932; 
and $15,048,000 in 1933. 

For the first nine months of 1934 
profits amounted to $10,937,000, as 
compared with $10,416,000 in the cor- 
responding period of 1933. On this 
basis the full year’s net income will 
probably exceed that of each of the 
preceding three years, but fall a bit 
short of the figure for 1930. Such 
changes will neither disturb nor _par- 
ticularly excite the stockholder. They 
mean that in a good year like 1930 
Standard Brands earns $1.22 per share 
on its stock and in a poor year, such 
as 1931, earns $1.08 per share. It will 
probably be close to $1.16 or $1.17 
this year. 

Considering the stable character of 
the enterprise and its 
good financial _ posi- 
tion, this coverage of 
the $1 dividend is 
both ample and safe. 
Doubtless some atten- 
tion has centered on 
the third quarter re- 
port, showing net of 
19 cents a share, as 
compared with 31 
cents inthe preceding 
quarter and 28 cents 
in the third quarter 
of 1933. This is an 
unusually sharp 
change for Standard 
Brands, but it is un- 
derstood that the 
shrinkage reflects non- 
recurring charges, in 
which case fourth 
quarter profits should 
prove up to normal. 

The company has 

(Please turn to 

page 229) 
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Potentialities Great in Railroad 
Equipment Industry 


HE railroad equipment industry 

offers an unusual anomaly. It 

is an industry of abundant prom- 
ise and meager performance. It suf- 
fers no lack of potential demand; its 
products are fundamentally essential; 
yet it has experienced only a bare mini- 
mum of recovery. The industry has 
seemed frequently on the verge of ex- 
tensive revival, but on each occasion 
these better prospects have turned out 
to be largely a mirage. 

It is, however, no considerable exag- 
geration to say that potentialities have 
grown almost inversely to the failure 
of recovery to materialize. In fact, the 
mere passage of time has added to the 
store of latent demand, for the longer 
purchases of new equipment are post- 
poned, the greater must be the ultimate 
market. This contention might be 
equally applicable to any of the heavy 
industries but it is even more valid in 
the instance of rail- 
way equipment 
manufacturers, for 
the continued  su- 
premacy of our rail- 
roads as a medi- 
um of transportation 
would seem to de- 
pend largely upon 
their ability to offer 
more modern and 
more efficient serv- 
ice than their com- 
petitors. 

Still it can be 
argued logically that 
while all of this may 
be true, what are 
the railroads going 
to use for money to 
pay for new equip- 
ment? Involved in a 
financial struggle, in 
which the solvency 
of not a few car- 
riers is at stake, rail- 
roads can hardly be 
expected to have 


Orders Show Increase—Indica- 


tions of Further Improvement 


By Epwin A. Barnes 


more than an academic interest in the 
purchase of new locomotives and roll- 
ing stock, however much the greater 
ethciency of new equipment may be 
demonstrated to them. The railroads 
may be likened to an unemployed work- 
er with a worn suit of clothes but un- 
willing to purchase a new outfit with 
his scanty savings, even though it might 
enhance his chances of procuring a job, 
until he is able to provide himself with 
more than the bare necessities. 

In addition, to rising costs for labor 
and materials superimposed upon re- 
stricted trafic and earnings, monetary 
uncertainty has unquestionably ham- 
pered the plans of railroads to the ex- 
tent that it has curtailed capital financ- 
ing. In the past it has been the policy 
of the railroads to finance the purchase 
of new equipment through the sale of 
equipment trust certificates, a self- 
liquidating instrument which com- 





Courtesy, L. C. L. Corp. 
Unit Containers Used in Modern Freight Transportation 


manded high investment favor. Yet 
there has been a virtual cessation of 
this type of financing and revival on a 
scale large enough to be of any consid- 
erable benefit to equipment manufac- 
turers is contingent upon such factors 
as (1) a definitely improving trend in 
railroad earnings, (2) the restoration 
of investment confidence and (3) assur- 
ance that the railroads will continue 
under private, as opposed to govern- 
ment, ownership. 

On the face of it these appear to be 
pretty formidable contingencies which 
might tend to protract the revival of the 
railway equipment industry for an in- 
definite period. Granting, however, 
the existence of these impediments at 
the present time, they are, by no means, 
permanent and under proper circum- 
stances would be speedily mitigated. 

There are two directions from which 
the railroads may hope for a “break” — 
and their hopes are 
shared by the equip- 
ment builders. First, 
there is a strong pos- 
sibility that the next 
session of Congress 
will enact legislation 
designed to improve 
the competitive posi- 
tion of the railroads 
and facilitate capi- 
tal reorganizations. 
There is also some 
chance that the car- 
riers will be granted 
a part of the 15% 
increase in rates, 
which they have 
formally requested. 
These external de- 
velopments would 
unquestionably ac- 
complish a_ great 
deal in restoring the 
confidence of rail- 
way management. 

Secondly, further 
progress in the re- 
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covery of general business must in- 
evitably redound to the benefit of the 
railroads, albeit increased costs will 
absorb a greater portion of operating 
income. It would, nevertheless, re- 
quire no considerable increase in trafic 
before railroads would be confronted 
with the practical necessity of rehabilat- 
ing property and equipment, and their 
willingness to do so under such circum- 
stances can be taken for granted. Lack- 
ing adequate financial means, all but a 
few roads could doubtless rely on gov- 
ernment assistance, as a definite part 
of the Administration’s efforts to re- 
vive the durable goods industries. 

It is common knowledge that in 
recent years, the railroads have lost a 
considerable volume of freight and pas- 
senger trafic to competing mediums, 
but this business is neither irretrievably 
lost nor is this situation with respect to 
the carriers destined to become progres- 
sively worse. Numerous factors have 
contributed to enlarge these competi- 
tive losses and not the least has been 
the inertia of the railroads themselves 
in failing to capitalize their opportuni- 
ties for rendering more efficient and 
speedier service. 

Business today requires a fast, com- 
plete and convenient transportation 
service at a uniform rate. The motor 
truck places such a service at the dis- 
posal of the shipper and excels the rail- 
road in shipments anywhere from 75 
miles to 1,800 miles depending upon 
the type of commodity carried. The 
railroads can and must provide such a 
service if they are to meet competition 
on an equal footing—and equipment 
manufacturers are ready and able to 
delp them. 

Federal Co-ordinator of Transporta- 
tion Eastman, in a recent merchandise 


trathc report, undertook to point out 
the manner in which modernization of 
railroad service must occur. He recom- 
mended, among other things, that the 
roads collect and deliver merchandise 
at the patrons’ door and transport it in 
shockproof equipment and at over-all 
speeds of at least twenty miles an hour. 
Considering this recommendation only 
to the extent that it applies to the type 
of equipment in use, it is obvious that 
it strongly connotes a radical change 
in the familiar type of freight car. 

During the past seventy-five years 
there has been little change in the basic 
design of the freight car, beyond in- 
creasing its capacity. The unit com- 
monly in use today is cumbersome and 
heavy; the weight of the ordinary box 
car is equal to about 90% of its aver- 
age load; and the cost of handling the 
empty haul is actually greater than the 
cost of handling the pay load. Stated 
otherwise, for every net ton of freight 
moved the railroads are compelled to 
move two and one-half gross tons. In 
the course of transit, the load is sub- 
jected to innumerable shocks. 

Moreover, present-day merchandising 
policies have in many lines been re- 
duced to a hand-to-mouth basis, with 
the result that where formerly inven- 
tories were purchased in carload lots, 
they are now bought in truckload lots. 
This tendency has obviously out-moded 
the freight car capable of carrying fifty 
tons. Several years ago, demountable 
units (two or three to an average 
freight car chassis) were proven prac- 
ticable and the fact that they were not 
more generally placed into use can only 
be attributed to lack of foresight on the 
part of railroads. 

The foregoing only briefly touches 
upon the possibilities, to say nothing of 


the necessity, for modernization of the 
freight car equinment now in use. No 
extensive research is required. Not- 
withstanding the relatively higher costs 
of lighter metals, it has been actually 
shown that it is practical to place in 
operation freight cars which will per- 
form the same service but weighing less 
than one-half as much as the old type 
box car. Demountable units which 
may be alternated between railways 
and trucks are available and efficient 
shockproofing appliances have been de- 
veloped, which permit more efhcient 
packing and reduce the losses incurred 
through damage. 

Whether or not some form of freight 
car pooling is later adopted, does not 
alter the fact that sooner or later the 
railroads must embark upon a program 
of extensive modernization of freight 
equipment. Failure to do so will in 
evitably revert to the advantage of 
competitors. 

Like the freight car, the passenger 
car of the pre-depression era is almost 
obsolete. Such features as air-condi- 
tioning, reclining seats and_ special 
smoking and lounge cars are some of 
the innovations which have been 
adopted by a number of railroads in 
their bid for passenger trafic. Thus 
far this tendency has been confined 
largely to extra-fare trains but in prac- 
tically every instance they have been 
successful in stimulating traffic to an 
extent fully demonstrating the value of 
appealing to the passenger through the 
medium of increased comfort and serv- 
ice. Notwithstanding the fact that 
passenger traffic is of secondary im- 
portance in its contributions to income 
and earnings, it could undoubtedly be 
greatly stimulated by the combination 

(Please turn to page 223) 








Beneficiaries of Railway Equipment Purchasing 






































-—Earnings Per Share— Divi- Recent 
Company Products 1934* 1933 1932 dend Quotation COMMENT 
Amer. Brake Shoe & Fdry... Brake shoes, car wheels, bearings Current earnings will cover divs. Strong 
oe ee eee 0.53(c) 0.53 d0.67 0.80 26 financially. 
Amer. Car & Foundry....... Freight and passenger cars, busses, (a) (a) Excellent financial position. Divs. not im- 
gasoline engines.............. NF 48.90 4d7.890 None 17 minent but promising speculation. 
American Locomotive.......A leading maker of locomotives, (c) Current orders larger. Shares attractive for 
also Diesel engines........... d3.28 d5.12 d9.22 None 18 longer term. 
Amer. Steel Foundries... ... Car wheels, casting, etc.......... 0.14 1.85 41.99 None 18 Earnings will show marked improvement this 
; ats year. Shares have speculative merit. 
Baldwin Locomotive........ Locomotives and castings, Diesel- d4.72 45.22 46.50 None 6 Large orders booked, but working capital re- 
SR ccc canedereaehes%a es (b) stricted. Longer term prospects encourag- 
pte aS ing. 
General Rwy. Signal........ Signal systems, control devices, 
TERRIA SR 3 PSS di.45 0.51 1.55 1.00 29 Strong financially. Divs. reasonably secure. 
Gen’! Amer. Transportation. .Builder and operator of tank cars... 2.38 2.51 2.20 1.00 38 Dividend well covered. Stable earnings lend 
investment merit to shares. 
ee OS eee Large maker of air brake equip- Modest capitalization, comfortable financial 
PRsreuc Sask kenkeehescwae ss: 0.44 di.29 41.51 None 22 position. Speculatively attractive. 
Pullman...................Operator of pullman cars and a s : X 
leading builder of freight and Marked improvement in earnings. Shares 
—_ ee MEP ee .64 d0.70 4d1.00 3.00 59 attractive for income and appreciation. 
Union Tank Car............Leases large fleet of tank cars.... 0.67(c) 0.90 0.84 1.20 21 Dividends assured by strong financial posi- 


tion and favorable current earnings. 





Westinghouse Air Brake... . Leading mfgr. air brakes, also sig- 
nalling equipment 


pie oe ime ss 0.08 d0.21 0.46 0.50 27 


Excellent financial position. Long term pros- 
pects favor increasing business. 








*1st 9 mos. (a) Fiscal year beginning May 1. (b) 12 mos. to Sept. 30. (c) 6 mos. to June 30. N F—Not available. d—Deficit. 
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INTERNATIONAL HARVESTER 








Increased Farm Purchasing Power 
Should Restore Earnings 


Strong Financial Position 


NTERNATIONAL HAR- 
VESTER CoO., is the world’s old- 
est and largest manufacturer of 

agricultural machinery and farm imple- 
ments, producing a complete line of 
tools, machinery, gasoline and kerosene 
engines, tractors, wagons and motor 
trucks, and binder twine. Although 
the company’s greatest market lies pre- 
ponderantly in the United States, its 
ramifications are world-wide, with 130 
principal distributing centers in foreign 
countries other than Russia. The 
superiority of American agricultural 
equipment is established all over the 
world and it is probably no great exag- 
geration to say that International prod- 
ucts are as familiar to the European 
farmer as they are to the corn farmer 
in Iowa. 

It is thus obvious that the company is 
a vital part of the agricultural activities 
of the world and its prosperity is 
directly related to the purchasing power 
of the individual farmer. Without, 
however, attempting to look further 
than the domestic agricultural prospect, 
the available evidence suggests strongly 
that the company faces a revival of 
earning power which seems likely to 
reach substantial proportions. In fact 
such a revival is already under way and 
should gain increasing momentum in 
1935. Reflecting the combined effects 
of huge relief, rental and benefit pay- 
ments and higher farm prices, it is esti- 
mated that sales of all agricultural 
machinery increased over 60% this 
year and will aggregate upwards of 
$192,000,000. On the basis of govern- 
ment statistics, 1935 will produce a 
comparable, if not greater, increase. 

In 1933, gross farm income increased 
approximately a billion dollars and cash 
available after production expenses in 
that year showed a similar gain. Never- 
theless, expenditures for farm machin- 
ery increased only $9,000,000, while 
automobiles and trucks purchased by 
the farmer increased $28,000,000. 


Total capital expenditures of the farmer 


1934 
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It is estimated that the sales of 
agricultural machinery and equip- 
this 
year and aggregate upwards of 
192 million dollars. On the basis 
of government estimates 1935 will 


ment increased over 60% 


produce a comparable if not 
greater increase. 








amounted to $204,000,000. Yet, ac- 
cording to the Department of Agricul- 
ture the total value of all farm machin- 
ery, including automobiles, trucks and 
tractors, declined $300,000,000 between 
January 1, 1933, and January 1, 1934. 
In other words, these figures indicate 
that annual purchases of at least $500,- 
000,000 are required to maintain nor- 
mal mechanization of the farm. Allot- 
ting no more than half of this figure to 
agricultural machinery, a normal sales 
volume of $250,000,000 is indicated, a 
figure which was greatly exceeded in 
every year from 1926 to 1930 inclusive. 
While estimates vary, it is safe to as- 
sume that farm income for 1934 will 
exceed 1933 by upwards of a billion 
dollars, marking the second successive 
year in which there has been a signifi- 
cant increase in farm purchasing power. 
Yet equipment purchases have been 
considerably less than normal, without 
any evidence, however that the farmer 
has abandoned power farming. Dur- 
ing the depression, the outlay for oper- 
ating farm equipment declined less than 
25%, whereas purchases of such equip- 
ment declined 80%. 

For the manufacture of extensive 
lines of farm implements, operations of 
International Harvester are largely self- 
contained. Iron ore, coal and timber 
are owned, steel mills are operated and 
sisal is grown for twine. As a result, 


the company’s production costs are 
lower. There are 17 plants advantage- 
ously located throughout the United 
States, as well as units in Canada, 
France, Germany and Sweden, and a 
sales organization numbering upwards 
of 15,000 dealers represents the com- 
pany throughout the world. 

The company spends large sums an- 
nually for development and research 
and its efforts in this direction have 
been responsible for the perfection of 
many devices which have materially 
lightened the labors of the farmer. 
Notable examples, include the Farmall 
tractor, which handles equipment for 
planting, cultivating and harvesting, 
and the harvester-thresher, which cov- 
ers up to 50 acres a day and saves as 
much as 20 cents a bushel. Of late, the 
company has been attempting to per- 
fect a machine which will pick and 
strip cotton, which if successful should 
ultimately find a wide market. 

Moreover, the company has not neg- 
lected the opportunities of the indus- 
trial field. Intensive sales efforts have 
brought it to the position of fourth larg- 
est manufacturer of motor trucks. To- 
day International manufactures a line 
of trucks ranging in size from one-half 
to five tons capacity, merchandised and 
serviced through 180 company-owned 
branches. The McCormick-Deering in- 
dustrial tractor gives International an 
important stake in such directions as 
road building, industrial plant service, 
etc. The strides which the company 
has made in these directions have served 
to lessen its dependence upon strictly 
agricultural activities, and broaden its 
possibilities in a period of general busi- 
ness recovery. 

Financial position and policies of In- 
ternational Harvester are fully in keep- 
ing with the company’s size and the re- 
quirements of its business. Unusually 
liberal write-offs for depreciation, ob- 
solescence and various reserve accounts 
were made in more prosperous years 

(Please turn to page 232) 


207 










Moderate Priced Stocks 


= 


Favored Position 


SELECTED BY THE MaGAzINE OF WALL STREET STAFF 


Burroughs Adding Machine Co. 


UCCEEDING the American 
Arithmometer Co., in 1905, Bur- 
roughs Adding Machine boasts 
the unusual distinction of having never 
operated at a loss during the 29 years 
of its existence. Furthermore, the com- 
pany has an unbroken record of quar- 
terly dividend payments throughout the 
same period. During the ten-year 
period from 1924-1933, inclusive, the 
company earned over $56,000,000, of 
which more than $44,000,000 was dis- 
bursed to stockholders. This record of 
earnings and dividends becomes even 
more impressive when it is considered 
that the nature of the company’s busi- 
ness is such that it is neither favored 
by a constant replacement demand nor 
conditions unlike those which deter- 
mine the fortunes of general business. 
The answer lies in the fact that the 
company has sought constantly to 
broaden its market through the develop- 
ment of new products and to stimulate 
replacements through added refine- 
ments and innovations designed to pro- 
duce greater efficiency than older 
models. Today, the company’s stand- 
ard line includes 450 models of 
accounting machines, including add- 
ing and calculating machines, and 
booking, billing and statistical equip- 
ment. In recent years, Burroughs has 
further extended its scope through the 





Earnings Per Share 
1933 1934* Recent Price Div. 
$0.26 $0.32 $15 $0.65; 
*6 mos. to June 30. *Total paid this year. 





addition of standard and electric type- 
writers and cash registers to its regular 
line. It also deals in miscellaneous 
office supplies. 

Not content to “ride out” the de- 
pression, Burroughs invested large sums 
in research and improvements with the 
result that it is now in an excellent 
position to capitalize advantageously 
the pressure upon general business to 
reduce overhead and other operating 
costs, and replace obsolete office equip- 
ment with new and more efficient 
labor-saving devices. 

Notwithstanding the fact that the 
maintenance of dividends during the 
depression years, 1931-1933, necessi- 
tated a withdrawal from surplus of 
about $4,250,000, the company has con- 
tinued in a highly liquid financial posi- 
tion. As of June 30 last, current assets 
totalling $26,849,175 compared with 
current liabilities of $1,267,573. Of 
total current assets, 57% was in cash 
and marketable securities and net work- 
ing capital was equivalent to more than 


70% of the company’s total assets. 

Earnings have shown prompt re- 
sponse to the increased business activity 
during the past fifteen months and for 
the full 1933 year, with profits in the 
last half practically double those for 
the initial six months, net income 
amounted to $1,304,557. Applied to 
the 5,000,000 shares of capital stock, 
which comprise the entire capitalization 
of the company, 1933 profits were equal 
to 26 cents a share, as against 13 cents 
a share earned in 1932. In the first 
half of the current year alone, how- 
ever, the company earned 32 cents a 
share and for the full year should easily 
earn the equivalent of 50 cents a share. 
Stock presently held in the treasury, 
in the amount of 150,000 shares will be 
disbursed late this year to stockholders 
in the form of a 3% stock dividend. 
All of the authorized 5,000,000 shares 
will then be outstanding. 

In view of the promising recovery 
already made in the campany’s earn- 
ings, it is reasonable to assume that re- 
sults from this point on will continue 
to conform with the general trend of 
business, both in this country and 
abroad where Burroughs is well estab- 
lished. Financial position would per- 
mit adherence to a liberal dividend 
policy and the shares, at 15, should 
prove a worthy speculative acquisition. 


Caterpillar Tractor Co. 


ALES of Caterpillar Tractor Co., 
for the first ten months this year, 
were the best that company has 

experienced since 1931. Of added 
significance, however, is the distinct 
probability that current earnings will 
be substantially in excess of those for 
1931. For this year, during the period 
in question, sales totalled $20,437,166, 
as compared with $24,143,138 for the 
same months of 1931, whereas earn- 
ings of $3,199,390 were equivalent to 
$1.70 a share on the company’s out- 
standing stock, as against 72 cents a 
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Earnings Per Share 
1933 1934* Recent Price Div. 
$0.16 $1.70 $33 $1.257 
*10 mos, to Oct. 31. {Total paid this year. 








share earned in the same months of 
1931. 

The ability of the company to en- 
large profits materially on a smaller vol- 
ume of business reflects considerable 
credit upon the intensive efforts of the 


management to reduce production costs. 
In 1932, all manufacturing activities 
were removed to a single plant in Pe- 
oria, Ill., permitting a sizable reduction 
in overhead and greater operating efh- 
ciency. Also, undismayed by the de- 
pression, the management has vigorous’ 
ly engaged in research activities and 
large sums have been expended in en- 
larging and perfecting the company’s 
line. The company was the first to 
produce a Diesel-powered tractor and 
has gained an important competitive 
advantage thereby. 
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Primarily, Caterpillar Tractor is dis- 
tinguished as the largest manufacturer 
of track-type tractors. In addition, the 
company makes combines, a complete 
line of road machinery and stationary 
power units for both agricultural and 
industrial use. Tractors, however, 
comprise the bulk of the business, nor- 
mally accounting for about 70% of 
the total, with the balance about equal- 
ly divided between combines for agri- 
cultural use and road-building machin- 
ery. A large export business is trans- 
acted, and in pre-depression years for- 
eign sales have contributed as high as 
40% of the total. Sales abroad have 
been stimulated this year by currency 
depreciation and orders from Australia 





are reported to have been particularly 
heavy. 

Dividends have been paid in every 
year since the organization of the pres- 
ent company in 1925, and while pay- 
ments in 1933 totalled only 122 cents 
a share, disbursements of as much as $3 
a share were made as late as 1931. In- 
cluding the recently declared extra of 
50 cents, total dividends paid this year 
amount to $1.25 a share. Earlier this 
year, the company retired the remain- 
ing $5,068,000 gold notes, which were 
a part of a $10,000,000 issue put out in 
1930, and scheduled to mature in 1935. 
The prior redemption of these notes, 
without recourse to bank borrowing, 
will permit a savings of $250,000 annu- 








ally, and leaves the 1,882,240 shares of 
stock as the only capital liability. Cur- 
rent assets as of October 31, last, 
totalled $22,045,552, while current 
liabilities amounted to only $1,331,924. 

In the face of the lagging tendencies 
displayed by the heavy industries, with 
which Caterpillar Tractor is obviously 
allied, the company has made impres- 
sive progress in the direction of recov- 
ery. The company’s showing has been 
such as to augur favorably for its pros- 
pects when more general business re- 
covery is in its favor. Earning approxi- 
mately $2 a share, and having a strong 
equity position, the stock, as a specula- 
tive venture, appears reasonably priced 
at prevailing levels. 


Ford Motor Co., of Canada, Ltd. 


way shown by the Ford Motor 

Co., in this country during the 
past year has, in a measure, been re- 
flected in the operations of the Ford 
Motor Co., of Canada. Although the 
company does not issue interim reports, 
the recent declaration of a 75-cent divi- 
dend, bringing total payments up to 
$1.25 for the year and the largest since 
1930, may safely be taken as tangible 
evidence of greatly improved sales and 
earnings. 

Ford Motor of Canada has the ex- 
clusive manufacturing and selling rights 
for the Ford automobile and Ford 
truck, and selling rights on the Ford- 
son tractor, throughout the British Em- 
pire, with the exception of Great Bri- 
tain and Ireland. The company’s field 
embraces Canada, Australia, New Zea- 
land, India, Malaya, and British South 
Africa. Through an agreement with 
the Ford Motor Co., Ltd., of England, 
the company distributes the midget car 
manufactured by the English company, 
while the English company distributes 
the Ford V-8 and parts manufactured 
by the Canadian organization. Close 
connections are maintained by the lat- 
ter company with the American Ford 


. ‘HE important competitive head- 


ORG - WARNER CORP., al- 
though still ranking as one of the 
foremost manufacturers of auto- 

mobile accessories and equipment, has, 
through orderly but persistent expan- 
sion, broadened its activities in other 
fields to such an important degree as to 
no longer be largely dependent upon 
the state of the automobile industry. 
In addition to a widely diversified line 
of automotive parts the company now 
produces electric refrigerators, washing 
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Earnings Per Share 
1933 1934 
def.$0.37 N.F. $25 

N. F. Not Available 


Recent Price Div. 
$1.257 
+Paid this year. 





company including the common use of 
all engineering developments. 

Not only have the company’s sales 
been aided by the improved design and 
generally greater appeal of the Ford 
car, but improved economic conditions 
both at home and abroad have been a 
vital factor in enlarging the current 
volume of business. Higher prices for 
wool and gold particularly, have stimu- 
lated sales in Australia and South 
Africa and it will doubtless be found 
that export sales this year have been 
substantially in excess of their normal 
proportion, which is about one-third of 
the total. In the aggregate the com- 
pany’s sales totalled 35,000 units valued 
at $20,000,000, for the first eight 
months of this year, comparing with 
14,000 units valued at about $8,000,- 
000, or a gain of approximately 150%, 
over the same months of 1933. For the 
full year sales should approach the 50,- 


Borg-Warner Corp. 





Earnings Per Share 
1933 1934* 
$0.84 $2.04 $28 

*9 mos, to Sept. 30. 


Recent Price Div. 
$1.257 
+Paid this year. 








machines, oil burners, gas and electric 
ranges. Of somewhat lesser importance 
are such products as steel beer barrels 
and parts for tractors, motorcycles, 


000 mark -nearly double those of last 
year. 

While increased production costs and 
the lower prices which went into effect 
last June, will restrict profits to some- 
thing less than the same percentage 
gain shown by sales, the company will 
be definitely ‘‘out of the red” this year 
after having suffered losses in each of 
the three years subsequent to 1930. An 
excellent cash position, however, 
coupled with encouraging prospects, 
doubtless influenced the generosity of 
the management in the matter of divi- 
dends, 

While nothing definite is known at 
this time, reports indicate that the 1935 
Ford cars will offer a number of import- 
ant improvements over the present 
model and if the publicly expressed op- 
timism of Henry Ford is ultimately 
borne out, as it might well be, 1935 
should be a big “Ford” year. Modestly 
capitalized (1,588,960 shares class A: 
70,000 shares class B stock) the Ford 
Motor Co. of Canada would seem to 
be strategically situated to share in this 
prospect and on this basis the class A 
shares may be accorded interesting 
possibilities as a back door speculation 
in the Ford Co. of America. 


agricultural implements and industrial 
machinery. While the extension of the 
company’s activities in these new fields 
has been comparatively recent, it has 
already established itself to an extent 
sufficient to materially augment its nor- 
mal earning power. 

Responding to the greatly increased 
activity in the automobile industry, ac- 
companied by record-breaking sales of 
electric refrigerators, the company re- 

(Please turn to page 230) 
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ATT Subsidiary Resumes 


As a result of a Supreme Court de- 
cision ordering the Illinois Bell Tele- 
phone Co. to refund to its subscribers 
almost $21,000,000 including interest, 
the company stopped paying dividends 
on its common stock. The other day, 
however, a disbursement of $1.50 a 
share was declared, payable December 
31, 1934. The last payment was $2 
and was made last March. About 
99% of the Illinois company’s 1,- 
500,000 shares of common stock is 
owned by the American Telephone & 
Telegraph Co., so it is the latter, of 
course, which will be the principal bene- 
ficiary of the dividend resumption. It 
will mean about 12 cents a share on 
ATT stock and, while this is not a 
great deal, it does at least make the big 
telephone company’s dividend a little 
safer. 


The Rise in Steel Stocks 


While most important steel stocks 
are considerably under the best prices 
of the year, in recent weeks there has 
been a spurt which has carried them 
well above their lows. Behind this 
movement, of course, there is the fact 
that steel operations have improved. 
The more important influence, however, 
has been the belief that there would be 
further and more substantial improve- 
ment in the near future. Automobile 
production on new models shortly will 
be under way; railroad and farm equip- 
ment manufacturers are expected to be 
larger consumers of steel; and_ this, 
coupled with the thought that struc- 
tural and miscellaneous demand will at 
least register no material falling off, is 
the specific cause of the optimism. 
Those who wish to profit from a sub- 
stantiation of the present hopes that 
steel operations and profits will improve 
are confronted with the undeniable fact 
that most steel stocks are statistically 
high. They are discounting a consider- 
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Perhaps 
the safer way of participating would 


able part of the betterment. 


be through a preferred issue. United 
States Steel preferred, for example, is 
currently selling at $83 against a high 
for the year of $99.50. While the $2- 
dividend that is being paid affords no 
great return, it must be remembered 
that sustained improvement again 
would make this a $7-stock and that 
there are $11 in accumulated arrears 
to be liquidated. 


The Liquors 


The interest that has attached recent- 
ly to the liquor stocks appears to be 
based as much as anything on their sea- 
sonal prospects. With business on the 
mend and general purchasing power 
enhanced, they are expected to do a 
good holiday trade. Moreover, the first 
and second quarters of the year are 
good seasonally. While dividends on 
the liquor companies are more remote 
than their earnings would indicate for 
the reason that they need large work- 
ing capital in order to build up ade- 
quate inventories, more active business 
naturally brings this dividend point 
that much nearer. Informed opinion 
places Distillers Corp.-Seagrams sell- 
ing on the New York Curb Exchange 
for about $17 a share and National 
Distillers and Schenley Distillers, both 
selling on the New York Stock Ex- 
change in the neighborhood of $27 a 
share, as among the most attractive of 
the liquor stocks. 


* kK & 


Interesting Speculative Preferred 


There are only 68,642 shares of Fair- 
banks, Morse 7% preferred stock out- 
standing and of these the company it- 
self owns 2,949 shares. Although the 
company has sustained an aggregate 
loss of almost $9,000,000 over the past 
three years, it has managed to main- 

















tain nevertheless a strong financial posi- 
tion and there are now signs of the tide 
turning. For the first six months of 
this year there actually was a small 
profit after interest, depreciation and 
taxes. As the largest manufacturer of 
Diesel engines and an important factor 
in a broad field of miscellaneous ma- 
chinery, a continuation of the business 
improvement that is currently under 
way could hardly fail to be without 
beneficial effects upon Fairbanks, Morse. 
In more normal times the company has 
demonstrated its ability not only to 
earn regularly the dividend on the pre- 
ferred stock but to show large earn- 
ings on the common as well. Dividend 
accumulations on Fairbanks, Morse pre- 
ferred now total $21 a share. With a 
not unreasonable hope that these ac- 
cumulations will be cleared up within 
the next few years and that earnings 
will justify the regular payment of the 
$7 dividend, this stock at the present 
price of $53 a share has a certain at- 
traction. It is a speculation, of course, 
but a speculation in which one might 


do very well. 
* * * 


The Tobaccos 


The extra dividend of $1 that has 
just been declared by the P. Lorillard 
Co. serves to focus attention on the im- 
provement that continues to take place 
in the business of the big tobacco com- 
panies. Cigarette output for the first 
ten months of this year was nearly 
10% above that of the corresponding 
period of 1933 and it is now a virtual 
certainty that production for the full 
year 1934 will establish a new all-time 
peak. Cigar production also is running 
ahead of last year, while the output of 
manufactured tobacco and snuff is run- 
ning about on a par with last year. 
While the tobacco companies have had 
to contend with sharply increased costs 
of all kinds, it is evident from the in- 
crease in consumption of the impor- 
tant cigarette line that they have been 
well advised to be slow in raising prices 
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Taking the Pulse of Business 






— Contra Seasonal Gains Evident 


— Prices Continue Firm 

— Steel Operations Significant 
— Oils Position Improved 
—Movies’ Recovery Progresses 


IDESPREAD reports 
of improving busi- 
ness sentiment have 

found reflection since our last 
issue in an advance of the 
Common Stock Index to 
above last year’s closing level 
for the first time since mid- 
July. Three of the industrial sub-groups—cans, finance 
companies and variety stores—have established new highs 
for the recovery, tobacco stocks exceeded previous tops for 
the current year, while even the rails and utilities have re- 
cently joined the procession. The bond market, though 
rather mixed, has on the whole exhibited firmness in response 
to continued ease in the Cost of Business Credit; though a 
number of rail issues exhibited moderate weakness owing 
to the uncertain outlook for some of the financially weaker 
roads. Governments have advanced in recognition of the 
apparent determination in Washington to curtail Federal 
expenditures as rapidly as circumstances permit. 

The Raw Material Price index has exhibited moderate 
firmness on balance; since sharp advances in corn and sugar 
have more than compensated for moderate reactions in such 
commodities as lead, zinc, wool and hides. It is evident 
however, despite the drought and artificial restriction mea- 
sures, that staple commodities with a world market are under 
some pressure from the deflation which is taking place in 
gold bloc countries; so that a resumption of a broad forward 
movement in the general price level would seem to require 
substantial improvement in the domestic demand and fur- 
ther increases in labor costs. 

While an upturn in the prices commanded by stocks and 


staple commodities often her- 
alds a wave of expansion in 
the physical volume of pro- 
duction, distribution and 
trade, little response to the 
recent revival of business 
confidence has yet been regis- 
tered by our Business Activ- 
ity index which, though moderately firmer for the past few 
weeks is still up only fractionally from its recent low. On 
a yearly comparison basis, however the showing is much 
more favorable, with the general level of business showing 
a gain of around 5% over this time a year ago, com- 
pared with the decline of 14% recorded during the closing 
week of July. 

Obviously the present sluggishness of our Business Activ- 
ity index can be attributed almost entirely to the low rate 
of activity in heavy industries; since the sales of consumers’ 
goods have held up notably well throughout the current 
year and have recently shown a marked disposition to in- 
crease their lead over 1932. The National Retail Dry Goods 
Association, for example, reports a 9.8% gain in dollar 
sales throughout the country during the first half of 
November and a 9% rise in unit sales. The improve- 
ment in unit sales is especially gratifying; since it is the 
physical movement of goods, and not their dollar volume, 
which determines the demand for labor and the well being 
of the population. Wholesale sales for October, with a 
gain of 16%, made an even better showing than in the 
retail field. Our excess of merchandise exports over im- 
ports in October came to 77 millions, the largest for any 
like month since 1930. For ten months, the excess amounted 
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ATT Subsidiary Resumes 


As a result of a Supreme Court de- 
cision ordering the Illinois Bell Tele- 
phone Co. to refund to its subscribers 
almost $21,000,000 including interest, 
the company stopped paying dividends 
on its common stock. The other day, 
however, a disbursement of $1.50 a 
share was declared, payable December 
31, 1934. The last payment was $2 
and was made last March. About 
99% . of the Illinois company’s 1,- 
500,000 shares of common stock is 
owned by the American Telephone & 
Telegraph Co., so it is the latter, of 
course, which will be the principal bene- 
ficiary of the dividend resumption. It 
will mean about 12 cents a share on 
ATT stock and, while this is not a 
great deal, it does at least make the big 
telephone company’s dividend a little 
safer. 


The Rise in Steel Stocks 


While most important steel stocks 
are considerably under the best prices 
of the year, in recent weeks there has 
been a spurt which has carried them 
well above their lows. Behind this 
movement, of course, there is the fact 
that steel operations have improved. 
The more important influence, however, 
has been the belief that there would be 
further and more substantial improve- 
ment in the near future. Automobile 
production on new models shortly will 
be under way; railroad and farm equip- 
ment manufacturers are expected to be 
larger consumers of steel; and this, 
coupled with the thought that struc- 
tural and miscellaneous demand will at 
least register no material falling off, is 
the specific cause of the optimism. 
Those who wish to profit from a sub- 
stantiation of the present hopes that 
steel operations and profits will improve 
are confronted with the undeniable fact 
that most steel stocks are statistically 
high. They are discounting a consider- 
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able part of the betterment. Perhaps 
the safer way of participating would 
be through a preferred issue. United 
States Steel preferred, for example, is 
currently selling at $83 against a high 
for the year of $99.50. While the $2- 
dividend that is being paid affords no 
great return, it must be remembered 
that sustained improvement again 
would make this a $7-stock and that 
there are $11 in accumulated arrears 
to be liquidated. 


The Liquors 


The interest that has attached recent- 
ly to the liquor stocks appears to be 
based as much as anything on their sea- 
sonal prospects. With business on the 
mend and general purchasing power 
enhanced, they are expected to do a 
good holiday trade. Moreover, the first 
and second quarters of the year are 
good seasonally. While dividends on 
the liquor companies are more remote 
than their earnings would indicate for 
the reason that they need large work- 
ing capital in order to build up ade- 
quate inventories, more active business 
naturally brings this dividend point 
that much nearer. Informed opinion 
places Distillers Corp.-Seagrams sell- 
ing on the New York Curb Exchange 
for about $17 a share and National 
Distillers and Schenley Distillers, both 
selling on the New York Stock Ex- 
change in the neighborhood of $27 a 
share, as among the most attractive of 
the liquor stocks. 


* * * 


Interesting Speculative Preferred 


There are only 68,642 shares of Fair- 
banks, Morse 7% preferred stock out- 
standing and of these the company it- 
self owns 2,949 shares. Although the 
company has sustained an aggregate 
loss of almost $9,000,000 over the past 
three years, it has managed to main- 

















tain nevertheless a strong financial posi- 
tion and there are now signs of the tide 
turning. For the first six months of 
this year there actually was a small 
profit after interest, depreciation and 
taxes. As the largest manufacturer of 
Diesel engines and an important factor 
in a broad field of miscellaneous ma- 
chinery, a continuation of the business 
improvement that is currently under 
way could hardly fail to be without 
beneficial effects upon Fairbanks, Morse. 
In more normal times the company has 
demonstrated its ability not only to 
earn regularly the dividend on the pre- 
ferred stock but to show large earn- 
ings on the common as well. Dividend 
accumulations on Fairbanks, Morse pre- 
ferred now total $21 a share. With a 
not unreasonable hope that these ac- 
cumulations will be cleared up within 
the next few years and that earnings 
will justify the regular payment of the 
$7 dividend, this stock at the present 
price of $53 a share has a certain at- 
traction. It is a speculation, of course, 
but a speculation in which one might 


do very well. 
x * & 


The Tobaccos 


The extra dividend of $1 that has 
just been declared by the P. Lorillard 
Co. serves to focus attention on the im- 
provement that continues to take place 
in the business of the big tobacco com- 
panies. Cigarette output for the first 
ten months of this year was nearly 
10% above that of the corresponding 
period of 1933 and it is now a virtual 
certainty that production for the full 
year 1934 will establish a new all-time 
peak. Cigar production also is running 
ahead of last year, while the output of 
manufactured tobacco and snuff is run- 
ning about on a par with last year. 
While the tobacco companies have had 
to contend with sharply increased costs 
of all kinds, it is evident from the in- 
crease in consumption of the impor- 
tant cigarette line that they have been 
well advised to be slow in raising prices 


THE MAGAZINE OF WALL STREET 


















osi- 


ide 


gs 
he 


VQ“ 


— we 


. =mAVvS SY 








for DECEMBER 8, 1934 


Taking the Pulse of Business 





— Contra Seasonal Gains Evident 


— Prices Continue Firm 

— Steel Operations Significant 
— Oils Position Improved 
—Movies’ Recovery Progresses 


IDESPREAD reports 
of improving busi- 
ness sentiment have 

found reflection since our last 
issue in an advance of the 
Common Stock Index to 
above last year’s closing level 
for the first time since mid- 
July. Three of the industrial sub-groups—cans, finance 
companies and variety stores—have established new highs 
for the recovery, tobacco stocks exceeded previous tops for 
the current year, while even the rails and utilities have re- 
cently joined the procession. The bond market, though 
rather mixed, has on the whole exhibited firmness in response 
to continued ease in the Cost of Business Credit; though a 
number of rail issues exhibited moderate weakness owing 
to the uncertain outlook for some of the financially weaker 
roads. Governments have advanced in recognition of the 
apparent determination in Washington to curtail Federal 
expenditures as rapidly as circumstances permit. 

The Raw Material Price index has exhibited moderate 
firmness on balance; since sharp advances in corn and sugar 
have more than compensated for moderate reactions in such 
commodities as lead, zinc, wool and hides. It is evident 
however, despite the drought and artificial restriction mea- 
sures, that staple commodities with a world market are under 
some pressure from the deflation which is taking place in 
gold bloc countries; so that a resumption of a broad forward 
movement in the general price level would seem to require 
substantial improvement in the domestic demand and fur- 
ther increases in labor costs. 

While an upturn in the prices commanded by stocks and 


staple commodities often her- 
alds a wave of expansion in 
the physical volume of pro- 
duction, distribution and 
trade, little response to the 
recent revival of business 
confidence has yet been regis- 
tered by our Business Activ- 
ity index which, though moderately firmer for the past few 
weeks is still up only fractionally from its recent low. On 
a yearly comparison basis, however the showing is much 
more favorable, with the general level of business showing 
a gain of around 5% over this time a year ago, com- 
pared with the decline of 14% recorded during the closing 
week of July. 

Obviously the present sluggishness of our Business Activ- 
ity index can be attributed almost entirely to the low rate 
of activity in heavy industries; since the sales of consumers’ 
goods have held up notably well throughout the current 
year and have recently shown a marked disposition to in- 
crease their lead over 1932. The National Retail Dry Goods 
Association, for example, reports a 9.8% gain in dollar 
sales throughout the country during the first half of 
November and a 9% rise in unit sales. The improve- 
ment in unit sales is especially gratifying; since it is the 
physical movement of goods, and not their dollar volume, 
which determines the demand for labor and the well being 
of the population. Wholesale sales for October, with a 
gain of 16%, made an even better showing than in the 
retail field. Our excess of merchandise exports over im- 
ports in October came to 77 millions, the largest for any 
like month since 1930. For ten months, the excess amounted 
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tc 396 millions, compared with only 111 millions during the 
corresponding period of 1933. 

With a mounting demand for consumers’ goods and the 
new spirit of co-operation between business and the Ad- 
ministration, the present low rate of activity among the 
heavy goods industries should afford no ground for discredit- 
ing the generally accepted belief that business next year will 
be better—especially during the latter half, when compari- 
sons will be with a poor period this year. Orders for 
machinery and equipment are now rising; so that produc- 
tion must pick up before long. 


The Trend of Major Industries 


STEEL—Slowly rising operations at a season of the year 
when slackening is to be expected is always an indication 
that the ensuing seasonal improvement in an industry will 
be greater than normal. But a number of other favorable 
factors at the present time lend encouragement to the steel 
trade. Among these are rising prices for scrap, a well sus- 
tained demand for tin plate, a renewal of railroad equip- 
ment buying, heavy output of steel barrels and drums, ex- 
pectations of rapidly rising automobile production after the 
turn of the year, and the recent improvement in machine 
tool sales. Piecing together all these sources of new busi- 
ness, and allowing for a fair volume of orders from miscel- 
laneous small consumers it would not surprise the trade to 
see the steel ingot rate rise to 60% of current capacity 
before next summer, which would be equivalent to 75% 
at the industry's 1929 capacity. Current prices have 
just been reafirmed for first quarter’s deliveries; but con- 
templated plant modernizations should cut expenses. 


METALS—Prices for silver are rising at the average rate 
of about three cents a month under persistent Government 
purchases. Blue Eagle copper is expected to hold at the 
pegged price of 9 cents for at least a few months, now that 
primary producers have waived their sales quotas in De- 
cember and January in favor of secondary, custom and by- 
product sales quotas. It is believed that this will stimulate 
buying by allaying the fear of nearby price cuts, and also al- 
lows time to arrange for an international conference to fur- 
ther curtail production. Zinc and lead prices are still sag- 


leum Institute has demanded the removal of Administrator 
Ickes, who now states that the Administration is framing 
no new legislation for the next Congress pending the report 
of the committee appointed by Congress to investigate the 
situation. 


RAILROADS—Railroad securities have displayed grati- 
fying firmness since our last issue in response to the recent 
release of unexpectedly favorable earnings reports. It now 
appears that the net operating income of Class I carriers 
for the first nine months was actually a million dollars 
greater than for the corresponding period of 1932, while the 
drop in net for October was only 14% from the cor- 
responding month last year, compared with a 32% decrease 
in September. 


UTILITIES—After sinking to new depression lows un- 
der a concentrated barrage of exceptionally hostile political 
oratory, the public utility group of stocks has rallied sharply 
in response to a recent decision of the lower court declaring 
it unconstitutional for the T V A authorities to sell cheap 
power in competition with established private plants. Per- 
haps the jubilation has been rather premature; since this 
obstacle placed in the path of the Administration’s cherished 
project, even if confirmed later by the Supreme Court, can 
be removed by amended Congressional legislation. 


MOTION PICTURES—It is estimated that earnings of 
the principal motion picture companies for 1934 will be the 
largest in several years. Box office receipts, in some in- 
stances are 10% ahead of last year, and costs have 
been steadily reduced through operating economies and rent 
reductions. Improved attendance reflects both an expan: 
sion in public purchasing power and a_ praiseworthy im- 
provement in the quality of the entertainment offered by 
the industry under the spur of necessity. 


Conclusion 


Though business activity, especially in the capital goods 
industries, is still at close to the poorest level of the year, 
rising confidence and recent hardening in common stock 
prices suggest that improvement is near at hand. In fact a 

renewed upturn in the 
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PETROLEUM - 
Statistically the posi- é 
tion of the oil industry 
continues to improve. 
Daily average produc- 
tion of crude during 
the past fortnight was 
110 million barrels 
above last year, and 50 
millions above the Fed- 











and, even in the steel 
industry, moderate im- 
provement in the heavy 
goods field has put in 
an appearance ata time 
of the year when sea- 
Z sonal slackening ordi- 
- narily takes place. En- 
couragement may be 
derived also from devel- 
opments of the past 
two weeks which with- 
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down, and the situation 
has been further com- 
plicated by recent ap- 
peals to the courts to 





Changes in Major Commodity Price Group for the 
Fortnight Ended November 24, 1934 


In fact the prepon- 
derance of evidence 
points to considerably 
better business condi- 
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Answers to Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will answer 
by mail or telegram, a reasonable number of inquiries on any listed securities in which 
you may be interested or on the standing and reliability of your broker. This service in 
conjunction with your subscription should represent thousands of dollars in value to 
you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your request to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check 
at same time you transmit your first inquiry. 


Special rates upon request for those requiring additional service. 








OHIO OIL Co. 

I am thinking of buying 100 shares of 
Ohio Oil. First, I will appreciate any in- 
formation as to its earnings prospects, also 
if you think the present dividend rate can 
be maintained—N. P. C., Charleston, S. C. 


At prevailing quotations, the shares 
of Ohio Oil Co. would appear to offer 
interesting possibilities as a speculative 
venture. Commitments, however, 
should be made with the full realiza- 
tion that profitable results will be con- 
tingent upon the continued stability of 
the oil industry, as a whole. After a 
brief period of pronounced weakness, 
gasoline prices have strengthened and 
the price of crude oil has maintained 
its status quo of $1 a barrel after hav- 
ing been threatened by a reduction of 
60 cents by several independents. That 
this situation failed to reach serious 
proportions was largely due to the 
prompt action of the Federal Oil 
Tender Board, accompanied by excel- 
lent co-operation on the part of the 
railroads, resulting in stemming the 
flow of illegal production from the East 
Texas field. In the event that the ac- 
tivities of the Federal Tender Board 
maintain their effectiveness, the oil in- 
dustry should make a fairly profitable 
showing this year. The avoidance of 
a serious decline in the price of crude 
oil is of greater relative importance to 
Ohio Oil than any other sizable unit 
in the industry. The company not 
only ranks as one of the country’s 
largest producers in its own right, but 
it also purchases, for marketing, sub- 
stantial quantities of crude oil pro- 
duced by others. As of September 30, 
inventories of crude and refined oil 


were valued at $21,604,292, a figure 
which graphically suggests the extent 
to which the company’s earnings might 
have been adversely affected by weak- 
ness in the crude oil price structure. 
Inventory write-offs which would have 
been necessitated thereby would doubt- 
less have eliminated all of the profits 
shown in the first nine months of this 
year. In that period the company re- 
ported net income of $5,018,616, 
equivalent after dividend requirements 
on the 6% preferred stock to 38 cents 
a share on 6,563,373 shares of common 
stock. In the corresponding period of 
last year, the company had a net loss 
of $1,933,831. Financial position is 
satisfactory, and the company has no 
funded debt. In the years prior to the 
depression, the company was able to 
average fairly substantial earnings on 
the shares, and given the benefit of rea- 
sonable stability in the oil industry, 
during the months to come, further im- 
provement in earnings should be real- 
ized to such an extent as to warrant 
higher quoted values for the shares. 


INTERNATIONAL TELEPHONE 
& TELEGRAPH CoO. 


I may be wrong, but when International 
Tel. & Tel. shows a profit of $1,697,930 
for the first six months this year, as com- 
pared with a $642,310 loss in the 1933 
period, it seems to me that the stock should 
do better. Do you think I am justified then 
in continuing to hold 200 shares averaging 
123g?—H. E. P., Buffalo, N. Y 


The report of International Tele- 
phone & Telegraph Co. for the initial 


6 months of the current year certainly 
is most encouraging and is an indica- 
tion of what may be expected in the 
way of earnings upon further improve- 
ment in the world economic situation. 
During that period, as you are aware, 
operations resulted in a net profit of 
$1,697,930, equivalent to 27 cents a 
share on the 6,399,000 shares of capi- 
tal stock in marked contrast with the 
$642,310 loss for the first half of 1933. 
Having acquired the greater portion 
of its properties in a period of gener- 
ally inflated values, International Tele- 
phone was especially vulnerable to the 
subsequent world-wide depression. Not 
only did its business suffer from trade 
stagnation and the resulting decline in 
employment of its facilities, but the ex- 
change of foreign currencies received 
for American dollars tended to magni- 
fy the income decline in terms of the 
latter. Exchange losses for the years 
1931 and 1932 totalled $4,663,250. 
With the devalorization of the United 
States dollar, however, and the result- 
ant increase in the value of foreign cur’ 
rencies in terms of the dollar, the com- 
pany was able to credit $9,517,939 to 
a special exchange reserve account last 
year. Bank loans, which stood at more 
than $44,000,000 at the close of 1931 
had been successively reduced to ap- 
proximately $31,000,000 by July 1 of 
the current year. Although political 
uncertainties persist in certain of the 
countries served, these may be expected 
to give way to an extension of the eco 
nomic betterment already in evidence. 
The company’s domestic subsidiary, 


(Please turn to page 221) 
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Three Valuable Gifts—Free 
Gift No. 1—Just off the press! 


A valuable book in which four eminently 
qualified experts collaborate in explaining—— 


How to Make Profits in Securities 
Under the New Conditions 


A new book, in four parts, 160 pages, with flexible cover, lettered in 
gold, illustrated with graphs and current examples to clarify principles. 


Part I—“Security Markets under the New Deal”.—by A. T. Miller 


In this section Mr. Miller explains the vital changes that have taken place in industry and in- 
vesting because of government regulation and New Deal policies. He shows the effect on the new 
type market with restricted support buying—pool operation—manipulation. He shows how this 


may change the old type of market swings. 


He points out the safeguard to use in case of infla- 


tion and many other facts of practical and profitable use to the businessman—trader and investor. 


Part II—“Choosing the Industry for Investment—for the Intermediate Profit Swings”.—by Edwin A. Barnes 


Today with some industries making real headway while others are slumping back it is essential 
for the investor to know how to check up on the outlook for the industry. Mr. Barnes clearly 
points out the various things to look for—industries most immune to New Deal influences—as well 


as those most vulnerable—labor factors—price control—taxation, etc. 


In addition the author 


presents a most interesting table showing seasonal factors that affect industries—when to buy 
and when to sell to take advantage of these fluctuations. 


Part [11—“Selecting Stocks for Investment or Speculation”.—by J. C. Clifford 


This is one of the most important sections, as upon the actual progress of your company depends 
your profits. The author gives you a clear picture of what to look for in selecting the individual 
company—whether it be for an inflation hedge—a speculative profit—or investment for income 
and profit. He points out what to look for in each case—which factors are the most important. 


Part IV—“The Technique of Buying and Selling Under New Conditions”.—by Frederick K. Dodge 


With controlled markets, absence of pools and manipulation naturally new factors enter which will 


have a very direct bearing on price trends. 


The author clearly explains the sound basic princi- 


ples so necessary to successful investing and trading under the new conditions. He describes his 
method for detecting buying and selling points using charts of actual market conditions to illus- 
trate how the reader may apply them to his own investing and trading. 


GIFT No. 2 


Stock Market Charts: 
How to Make and Use Them 
By John C. Duncan 


This volume, should prove invaluable to every chartist and 
student of charts. It discusses the purposes of charts, what 
they reveal and how they should be made. It then treats Stock 
Market Averages in their relation to charts, the construction and 
functions of Price Charts (both “Line” and “Point or Figure’), 
Market Formations and what they indicate. Be sure to give 
due consideration to the chapter on fundamentals. “Kinds of 
Stocks to Chart”, “Charts of Individual Stocks” and “Use of 
Stock Price Charts”. 


GIFT No. 3 


How to Avoid Loss Through Knowledge 
of Brokerage House Technique 


By George S. Banker 


Since the Stock Exchange has come under Federal control there 
have been many changes that directly effect both the brokerage 
house and the client. So that our readers may have a clear 
understanding of what is expected of both, we have prepared 
this brochure which gives the basis of successful dealings be- 
tween you and your broker. Even seasoned traders will find much 
valuable information in the handy pamphlet “How to Avoid 
Loss Through Knowledge of Brokerage House Technique”. 





Special Offer on Next Page Shows You How to 
Get These Three Books Free 











a Ciesietiiiie Gift ‘That Brings 


Happiness - Success - Prosperity 





For Yourself, for Father, Son, Friend or Business Associate 





The gift that lasts forever and can never be taken away from you is knowledge and superior judgment. It 
is the key to success and happiness, and will become more so now that the business and investment outlook 
is based on realities. Facts, now more than ever before, are essential to real progress in 1935. 

This year of all years, no Christmas gift you send can be of more practical value or compliment a man more 
than The Magazine of Wall Street. It indicates to the recipient that you have faith in his “making the 
grade” and twenty-six times a year he is reminded of your thoughtfulness. He will read it with satisfac- 
tion—at first because he knows you expect him to. He will continue reading it because he will speedily 
realize that he derives more practical value through its pages than through any reading he has done before. 


A Subscriber’s The Magazine of Wall Street Will Interest 


Christmas Suggestion Your Business Associates—in whose hands you will be placing, fortnightly, 
an authoritative interpretation of vital economic forces affecting industry, 





“I have decided to give my 

friends the best Christmas gift credit and investment—all facts so briefly and simply put as to enable them 
possible—an annual subscription to put their knowledge to practical use in their current business affairs. 
Sa pee The Investor—because it gives him sound guidance—shows him how and 


of their financial position they : : . : 
nf find fi on a ee guide when to invest safely and profitably—points out the danger signals to avoid 


and a business essential.” loss—develops his own investment judgment. 
R. S. G., Des Moines, Ja. Executives and Employees—because it gives them the basic fundamentals 
so essential to sound thinking and business progress. Many business con- 


3 GIF I S cerns make it a yearly custom to present a subscription to their principal 


employees. 


TAK Minato Your Son and Daughter—because you want to round out their education and 
i i $7.50 prepare them for the business of practical life. 
ops Stade Prof Yourself—because the inspiration of its common-sense advice is a steadying 
in rhe sngy Fob 2 force that will yield excellent dividends out of all proportion to its costs. 
hi iti te e e . + 
the New Comtitions” FREE Here is the Offer Giving You Three Gifts Free 
— This Offer is Extended for 15 Days 
Send us $7.50 for a gift subscription to The Magazine of Wall Street for one year, beginning 
F, $7. oO with our Christmas Number, and we will not only include our new 160-page book “How to 
or Make Profits in Securities Under the New Conditions’—but also the two brochures offered 
on the reverse side of this page. You can send the Magazine as a gift to one friend and 
The price of one the books as gifts to two other friends—three gifts at the cost of one. 
Cee et Rene tenn Mail This Christmas Gift Coupon Today *3830707 SARE 
THE MAGAZINE OF WALL STREET, 5 
90 Broad Street, New York, N. Y. 5 
ty 


yi I enclose check for $7.50 for 1 year of The Magazine of Wall Street. It is understood that I am to receive free a copy Z| 
8* of “How to Make Profits in Securities Under the New Conditions”, and the two brochures described on reverse side. 
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y DERE TELS DL os Al dada ccna ects vhs Gaeeenehe sundaes cheeks PREES cnn tase esas ha aes s USES bSheGGue seen eeeensaens 2 
y [|] Check here if you want us to send Gift Card. " 
ry, NOTE: The Magazine may be sent to one address and the books to another. If the person for whom the gift Ki 
subscription is sent is already a subscriber, the subscription will be extended for one year. mi 
4 (Canadian Postage 50 cents extra per year; Foreign $1.00 extra). Z| 
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Share in New Profit Opportunities 





HIGHER SECURITY PRICES 


forecast by political and 
industrial developments 


-‘-al and 















Not since October, 1933—when a 27 point-rise started~) 






Our October 27th advertisement stated, “Not 
since October, 1933—when a 27 point rise started—have technical and fundamental factors so impressively 
y indicated sustained though selective market improvement." Our diagnosis of the market proved accuratel 

Sound securities advanced substantially. If you had enrolled on that date and followed the recommendations 
of our three active departments your actual and paper profit would already amount to 4034 points. 
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Kk ° 
Further Market Rise Ahead 
e 
e HE seven point spurt in Our October 27th The 1 and Business 
the Dow-Jones Industrial stated— Forecast will provide you with 
= Average since October 27th pa Rk LES ae a -cientifically grounded 
, eos a 2 Sa Our November 24th advertisement stated, "Further 
* Market Rise Ahead . . . Improvement should be most strongly reflected in the prices of favored common stocks. 
Our clients are directed to such profit opportunities." Again, the market analysis by our experts was correctl 
: In the short time that has elapsed our recommendations have appreciated 834 points. Had you subscribed 
i on that date you would have made more than our entire six months’ fee within a week. 
1 


NOW WE FORECAST a continuance of the current advance! This will 


be interrupted by minor reactions due to profit-taking and technical factors—making it important that you 
place your buying and selling orders at strategic points. By subscribing to The Forecast at once you will 





1 have the security of knowing that you will be counselled by fast wire or first class mail precisely which issues 
' to purchase, the prices to pay and when to take profits. 
. THE INVESTMENT AND BUSINESS FORECAST 
OF THE MAGAZINE OF WALL STREET 

; 90 BROAD STREET CABLE ADDRESS: TICKERPUB NEW YORK, N. Y. 
O 
: I enclose $75 to a my ees months’ test subscription to The Investment and Business Forecast. I understand that regardless of the 

telegrams I select I will receive the complete service outlind by mail. ($125 will cover an entire year’s subscription.) 


Send me collect telegrams on all recommendations checked below. (Wires will be sent you in our Private Code after our Code Book has 
had time to reach you.) 


a TRADING 


Short-term recommendations following the intermediate rallies and declines (to secure 
profits that may be applied to the purchase of investment and semi-investment securities). 
Four to six wires a month. Three to five stocks carried at a time. $1,000 capital sufficient 


ADVISES to act in 10 shares of all recommendations on over 50% margin. 
UNUSUAL Speculative investments in low-priced but sound issues that offer outstanding possi- 
J bilities for market profit. Two to three wires a month. Three to five stocks carried 
OPPOR It NITIES at a time. $500 capital sufficient to purchase 10 shares of all recommendations on over 
60% margin. 
[] BARGAIN Dividend-paying securities entitled to investment rating, with good profit possibilities. 
INDICATOR Two to three wires a month. Three to five stocks carried at a time. $1,000 capital 
sufficient to purchase 10 shares of all recommendations on over 50% margin. 
eee eee Ee ee ee Ce ee et os CAPITAL OR EQUITY AVAILABLE........00-seesecveereecereces 
Ce eee oC ee em rrr Se eae ee ee ae a Tee eh e 
MO 25 sc so y64 os 9b S a0 6 100) Bilal lo Seta oe GG t0 ahora io nls Seanad Wee) wie baa wT Store ee ere ese ee ere ee ee yc Dec. 8 


Include a Complete List of Your Present Holdings for Our Analysis and Recommendations 
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TWO BARGAIN STOCKS 
TO BE BOUGHT NOW 


We have selected two bargain stocks which 
every investor should buy immediately. Most 
likely they will not long be available at 
present prices. Both are reasonably priced, 
selling as they do under $17 a share. Wach 
is a strong, aggressive company and both are 
important factors in their respective enter- 
prises. 


You are not buying ‘‘cats and dogs’’ when 
you purchase these two issues. You are pur- 
chasing an interest in two great enterprises 

which id benefit most from better times. 
Within a reasonable period, these two stocks 
should bring exceptionally large profits. 


The names of these two stocks will be sent 
to you absolutely free. Also an interesting 
little book. ‘“‘MAKING MONEY IN STOCKS.” 
No charge—no obligation. Simply address: 


INVESTORS RESEARCH BUREAU, INC. 
Div. 596, Chimes Bldg., Syracuse, N. Y. 

















Electric Bond and 
Share Company 


Two Rector Street 
New York 














Merchandising 








Stocks 


Listed on the New York Stock Exchange 
Analysis on request 


EMANUEL & Co. 


Members New York Stock Exchange 


32 Broadway New York 


























To the President of a 
Dividend-Paying Corporation:— 


Why should you publish your di- 
vidend notices in The Magazine of 
Wall Street? 


You will reach the greatest number of 
potential stockholders of record at the 
time when they are perusing our maga- 
gine, seeking sound securities to add to 
their holdings. 


By keeping them informed of your di- 
vidend action, you create the maximum 
amount of good will for your company, 
which will result in wide diversification 
of your securities among these influential 
investors. 


Place The Magazine of Wall Street on the 
list of publications carrying your next divi- 
dend notice! 








218 





New York Stock Exchange 


RT ee ee ee 
Atlantic ot Se ee : 
B 
Baltimore & Ohio.. 
Bangor & Aroostook : 
Brooklyn-Manhattan Transit... 2: . 






Canadien Pac... .....6.60s000%0 . 
Chesapeake & Ohio 

C. M. & St. Paul & Pacific.......... 
Chicago & Northwestern............ 


D 


Delaware & Hudson............... 
Delaware, Lack. & Western......... 


Great Northern Pfd........ 
H 

Hudson & Manhattan...... eee seee's 
I 


eeereree 


Illinois Central. . Se 
Interborough Rapid Transit......... 
K 
Kansas City Southern...... soso nis 
L 


ee ee 
Louisville & Nashville.............. 


M 


Mo., Kansas & Texas... ..... 200005 
ER NING ais ou sisicuwieuowsese 


Bow York Central ..g 5... cis csscees 
ee SR eS ree 
Ns Wag es 2d, Me MEMEUNORO, .... 5.02 00 cnc 
N. 7; Ontario & Western........... 
Norfolk & Western.. FEN ee 
a eee rer 


Sey eae ey ae ae 
PPDES RTO 5 oss iisinisis 55.0000 se 


PMR SS colua boast oesencscsexe 


St. Louis-San Fran... 
Southern Pacific .. ks 
Southern Railway.................. 





Texas & Pacific.......... 
U 

Union Pacific....... becKSRS eccccess 
WwW 


Western Maryland................. 
SORES ctcos ches cases n 


eee eeerene 


a 
Air Reduction, Inc..............2.. 


Allis Chalmers Mi 
Amer. Brake Shoe % Me naacuxtees 
EE 5.5 5:5 10. 5.014:0 0.0.0 0:0:% 51 
8S | a eae 
Amer. Com’l Alcohol............... 
American & Foreign Power.......... 
Amer. International Corp........... 
Amor. Mach. & Fdry............... 
peasy ney f 7 0 Ae er ee 
Amer. Radiator & $.S.............. 
Amer. Rolling Mill................. 
Amer. Smelting & > aad ica 
Amer. Steel Foundries.............. 
Amer. Sugar Refining.............. 
SS EF > eee 
Amer. Tobacco Com.. See Pe 
Amer. Tob. B.. Sehewen 
Amer. Led Works & Elec........: 
Amer. W 

io SS eee ee 
Anaconda Copper Mining.......... . 
Atlantic Refining 


B 


Baldwin Loco. wee. TT Ca ee 
Barnsdall Corp.. heechebeaes 
Beatrice Creamery. ea tidh eda tom ini ei 


Rails 








1932 1933 1984 Last Div'd 
gine Sale Per 
High Low High Low High Low 11/28/34 Share 
94 17% 80% 345% 13% 45% 55% i2 
44 9% 59 1654 Saiz 24g ase 
21 8% 81% 48% «84% «18% 15% .. 
sur 3i8 SHE at 46% 3513 40 2.60 
60% 1134 413% 21% 44% 28% 40 175 
20 1 20% 7% 18 30% 11G 
31 385 a9ig abe a 8916 4454 2.80 
4 4% 1% «(1 22 3% 3% 
14362 16 1% 43608 
92 32 93% 875 73% 35 41% 
asi 84 46 17% 33% 14 19% 
11%, 8 «= 853%, BH%K—Ci«iAIKCOC«iGCi«aSG 
25 54 88%—i‘ SH KCi(‘i«‘YGCaKCC*«CGM 
8034 8 19 64 12% 4% 434 
6% 204% ~=~—«~HC“(‘<ié‘éa ‘YS SC«BHKCOC«#AS 17% 
145 O8tCi«dB'NG 4% «15% 464 1314 
15% 2=« Ki‘ HK SC(Ci YK SC‘iH,SCiCtC‘i«éY 
29% «CB a1 8KOCi«aKC(‘é‘ SCO*‘«idYG 
381 71 6734 2134 6254 373, 4614 3 
13 1% «17%—“‘z KOCK HOM 
ii 1% 1% 1% «6 2 21% 
365, 8% 681 14 454% 18% 22% 
9%, 1146 275, 8% 96% 9 1214 
$155 84% «411% «284% =«T™KCOC<«S 
155, 35 15 7% 611% 4g BHC 
135 87. «6177_~=—«s«1diig «187 161 169 8 
25% 54% 84% 954 36% 1414 20% 
23% 614 48% 183, 39% 20% 23% 1 
1i8°6=—iaisesis?—(<‘é zw; 19 
62% 9146 6814 23% 563% 35% 42 2 
63% % Og % am 1% 1% 
875, 6348834 1, 8B5g 1G «185g 
181, 214 36 43, 36% 1114 16% 
35 13 43 15 434% 1314 «28 
9444 2754 182 61% 188% 90 1063 6 
11% 1% 16 4 1% «1% | (9% 
434 % 9% 1 8 2% 34 
e e 
Industrials and Miscellaneous 
1932 1933 19342. Last Div'd 
— ———_. ——_—_—_ Sale $ Per 
High Low High : tl High od 11/28/ (34 Share 
9% 8615 18% 11% 15% 

6314 30% 112 4151139318 "ag 
165% 7% 33 1134 23% 1654 17% *.60 
354 % | 8% ie ° ees 
3812 42), 152 70% 160%, 11514 136 6 
15354 26% 6 933% 10% 164 .«« 
17% = 6%—«i SG 9% $88 1914 255% "80 
1374 2954 10014 49%4 10734 9012 10614 *4 
17 34 3934 6% 83% 12 17% : 
27 11 897, 13 6254 203, 3254 
15 2 195, 3% 138% 416 5% : 
12 3% 18% 4% 11 44~«~C«*ST = 
22% 427g Bg = B3Gswktesasg = 20% ia 
1748 19% 4 12% $314 4% 

12%, 3% 19 456 175 10 1614 

1814 3 31% 8% 281% 13% 20% |. 
27% 6% ~&58i¢ 103, 513% 30% 36% |. 
15% OS a7 454 2656 10% 17% |! 
394, 13 4 214, 72 46 63 2 
13734 70% 1843, 8634 12514 100% 108% 9 
365, 4014 9014 49 8554 651g Bale 5 
89%; 44 943, 503, 89 67 865 5 
3456 11 434, 10% 2756 12% 15 1 
10 15% «17 34 17% «OT (ae 
39% 1853 6714 924 B84 6 41 {2.60 
193 22% «25 24%, 18% 19 60 
aii, 8eSCSaSE:Sage:«=SBigkite 8 1 
1513, 28% 84% 31 5735 1614 36 Ot 

8% 1% 16% 564 10% 8% “4% 

12 a 17% 3% 16 4% «BB 

7 33% 11 3 10 yn 1) 
43% 1054 37 7 19% 10% 18% |. 
4534 2936 704 45 7614 58 76 *3 


Beech-Nut Packing ................ 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 








Bend 
Best 
Beth! 
Bohn 
Bord 
Borg 
Brigg 
Burr 
Byer: 


Cana 
Case, 
Cater 
Celan 
Cerro 
Chess 
Chrys 
Coca- 
Colga 
Colun 
Colun 
Comn 
Comn 
Comn 
Comn 
Conge 
Conso 
Conso 
Conti 
Conti 
Contir 
Contit 
Corn | 

Cudal 
Curtis 


Dome 
Doug! 
Du Px 


Eastm 
Electr 
Elec. | 
Electr 


Firest 
First } 
Freepo 


Gener 
Genera 
Genera 
Genera 
Genera 
Genera 
Genera 
Genera 
Gillette 
Glidde: 
Gold D 
Goodri 
Goodye 
Great | 


Hershe 
Housto’ 
Hudsor 
Hupp J 


Internat 
Inter, T 


Johns-} 


Kelvina 
Kennec 
Kresge 

Kroger 


Lambert 
Lehman 
Libbey- 
Liggett « 
Liquid C 

ew’s, 

ose V 
Lorillar¢ 


Mack 
Macy ( 
arine 


DEC 









"d 


re 


v'd 
Per 
are 


+3 


80 
*4 


: 8S" moewr | 





a Steel Corp. . 





> adler ane 


a pee: Widise Aer vse aae'e® 


Colgate-Palmolive-Peet............. 


Commercial Solvents..........----. 
Commonwealth & Southern 
Consolidated Gas GEN Yin... seeiecs 
Continental Baking Cl. A... 2.22.22: 
Continental Can, Inc 
Continental Insurance 
Corn Products Refining............. 


Curtis Wright, Common 


Du Pont de Nemours..............+ 


Elec. Power & Light............ 
Electric Storage Battery 


Firestone Tire & Rubber............ 
First National Stores... . 


General Amer. Transpt.... 


NAS 


General Motors Corp............... 
General Refractories 
Gillette — Razor 


ON 


x 


Neo’ 
a 


Popa 
XS 
mee 
RX 


ANAND 


Goodrich Co. (B. Ce elena 
Goodyear Tire & Rubber 
Great Western Sugar... 


On) 
Sane. 


tombs 


Shor 
NON 


Houston Oil of — ee 


x 


ant 


wo S02 5 co Bee 
ONARARAKORNTAN 


cond Business “Machines........ 


Lf 
Johns-Manville............00 Maes 


Kroger Grocery & Baking.. 


Xero 
CONN oo, 


Ligeet & — wats B 


P acorn onw 


RAT A 
peeasese 
a 


Loose Wiles Biscuit. 


bo 4 
on 


Se 
RN 





= 


DECEMBER 8, 1934 


Sale 
Low 11/28/34 


1934 
High 
23% 934 
26 
494 ati 
68%, 44 
wy 19% 
29% 16% 
24% 12 
19 10% 
8234 18% 
29 121% 
8634 35 
34 23 
44% 17% 
43, 3014 
48% 34 
603g 2914 
154 9514 
18% 9% 
ye 58 
194 6% 
3614 1854 
61 3534 
3634 15%4 
334 1 
3534 
473% 214 
144 1% 
1454 5% 
64145 5634 
35144 23% 
2234 1534 
8414 5514 
§25¢ 37 
54 2% 
4614 32 
2814 144% 
103% 80 
11614 79 
$13, 15 
954 2% 
52 34 
254% 1314 
6914 5414 
5034 2134 
4354 30 
2314 12 
1434 6% 
2544 16% 
367, 28 
6444 ‘G1 
42 2454 
2334 10% 
14% 84 
283g 155% 
23 16 
18 8 
4134 1814 
3514-25 
73144 4814 
554 2% 
2414 6% 
74 1% 
17334 491% 
154% 1 
3734 18% 
4674 23144 
2914 21 
503g 38 
1754 1% 
6634 39 
21% 115% 
234% 16 
2234 133% 
3356 2314 
8134 2214 
78 64% 
437%, 22% 
1114 74% 
85% 16% 
ris} 2 20% 
443% 334 
1914 1534 
4134 22 
624% 35% 
9 5% 


Price Range of Active Stocks’ 


Industrials and Miscellaneous (Continued) 


Div’d 
$ Per 
Share 


S2arss 


dale ns <>. seal <a . 
° $.888° BoB Ss. 


Bro 














What’s Ahead 
for Stocks 
in 1935? 


What opportunities to 
capitalize? 
What pitfalls to avoid? 
What investments for 
Recovery? 
NNUAL UNITED OPINION Forecast for 
1935 answers 16 vital Questions on the 


business and financial outlook that will prove 
a valuable guide to profits in the New Year. 


10 Stocks to Buy Now 


With the Forecast we include list 
of 10 stocks selected by our staff 
as offering the best profit oppor- 
tunities for early 1935. 


Get the Facts—FREE! 


‘HAT you may test the accuracy of UNITED 

OPINION forecasts for yourself, we will 
send you the Annual Forecast and the list of 
10 Stocks for 1935 profits without charge or 
obligation. 


Send for Bulletin W. S. 10, Free! 


(Please print name and address) 


UNITED BUSINESS SERVICE 


210 210 Hewhaty St. Boston, Mass. 















| STOCKS — s — BONDS 
COMMODITIES 


Folder explaining margin requirements, commission 
charges and trading units furnished on request 
Cash or Margin Accounts 

Inquiries Invited 


SPRINGS & CO. 


“Brokerage Service Since 1898” 


Members New York Stock Exchange and 
other leading exchanges. 


60 Beaver St. New York 











MARKET TERMS 
and trading methods clearly explained 
in a helpful booklet sent free on request. 
Ask for booklet MG 6 
Same care given to large or small orders. 


(HisHoLM & (HAPMAN 


Established 1907 
Members New York Stock Exchange 
52 Broadway New York 











Odd Lots—100 Share Lots 


Booklet M.W. 801 upon request. 


John Muir&©. 


Established 1898 
Members New York Stock Eton 
39 Broadway New Yor 




















“Market Action” Tells You 


; | When to Buy 
4 WEEKS 1 | What to Buy 
TRIAL | When to Sell 


Or, free sample copy of this weekly bulletin on request. 


WETSEL MARKET BUREAU, Inc. 


624W Empire State Bldg., New York City 
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Dividends & Interest 











International Petroleum 
Company, Limited 


Notice to Shareholders and the Holders of 
Share Warrants 


NOTICE is hereby given that a semi-annual 
dividend of 56c per share and a special dis- 
bursement of 44c per share, both in Canadian 
Gurrency, have been declared, and that the 
same will be payable on or after the 1st day 
of December, 1934, in respect to the shares 
specified in any Bearer Share Warrants of the 
Company of the 1929 issue upon presentation 
and delivery of coupons No. 42 at:— 


THE ROYAL BANK OF OANADA, 
King and Church Streets Branch, 
Toronto, Canada 


The payment to Shareholders of record at 
the close of business on the 15th day of 
November, 1934, and whose shares are rep- 
resented by registered Certificates of the 1929 
issue, will be made by cheque, mailed from 
the offices of the Company on the 30th day of 
November, 1934. 


The transfer books will be closed from the 
16th day of November to the Ist day of De- 
cember, 1934, inclusive, and no Bearer Share 
Warrants will be ‘‘split’’ during that period. 


The Income Tax Act of the Dominion of 
Canada having been amended, effective April 
lst, 1933, to provide that a tax of 5% shall be 
imposed and deducted at the source on all divi- 
dends payable by Canadian debtors to non- 
residents of Canada, the above mentioned tax 
will be deducted from all dividend cheques 
mailed to non-resident shareholders and the 
Company’s Bankers will deduct the 5% tax 
when paying coupons to or for account of 
non-resident shareholders. Ownership Certi- 
ficates will be required by the paying Bankers 
in respect of all dividend coupons presented 
for payment by residents of Canada. 


Shareholders resident in the United States 
are advised that a credit for the 5% Canadian 
tax withheld at source is allowable against 
the tax shown on their United States Federal 
Income Tax return. If it is desired to claim 
such credit the United States tax authorities 
require evidence of the deduction of said tax. 
In order to secure such proof Ownership Cer- 
tificates (Form No. 601) must be completed in 
duplicate and the Bank cashing the coupons 
will endorse both copies with a certificate 
relative to the deduction and payment of the 
5% tax and return one Certificate to the share- 
holder. if Forms No. 601 are not available 
at local United States banks, they can be 
secured from the Company’s office or the Royal 
Bank of Canada, Toronto. 


Holders of Bearer Share Warrants who 
have not yet exchanged talons for a new supply 
of dividend coupons (Nos. 41 to 60) should 
detach talons and forward them by registered 
mail, with return address, to the Secretary, 
International Petroleum Company, Limited, 56 
Church Street, Toronto, Canada. 


By order of the Board, 
J. R. CLARKE, Secretary. 


56 Church Street, Toronto 2, Canada 
7th November, 1934. 





E. I. DU PONT DE NEMOURS & CO. 
Wilmington, Delaware, November 19, 1934. 


The Board of Directors has this day declared a 
quarterly dividend of $0.65 a share and an extra 
dividend of $0.15 a share on the outstanding $20 
par value Common Stock of this Company, payable 
December 15, 1934 to stockholders of record at 
the close of business on November 28, 1934; also 
dividend of $1.50 a share on the outstanding de- 
benture stock of this Company, payable on January 
25, 1935 to stockholders of record at the close of 
business on January 10, 1935. 


CHARLES COPELAND, Secretary 





ALLIED CHEMICAL & DYE CORPORATION 
61 Broadway, New York 
November 27, 1934. 
Allied Chemical & Dye Corporation has declared 
quarterly dividend No. 56 of one and three-quar- 
ters per cent. (1%%) on the Preferred Stock of 
the Company, payable January 2, 1935, to pre- 
ferred stockholders of record at the close of busi- 
ness December 11, 1934. 
W. C. KING, Secretary. 
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Phelps Dodge Corp...... 
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Radio Corp. of America.... . 
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Remington-Rand . 
Republic Steel..... 


Reynolds (R. J.) Tob. Cl. B. 
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Safeway Stores....... 


Sears, Roebuck & Co... eee 


Seaboard Oil—Del... 
Servel, Inc...... ; 
Shattuck (F. G.).. 

Shell Union Oil... 
Simmons Co.... ie 
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So. Cal. Edison... 
Standard Brands..... 
Standard Gas & Elec. Co. 
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Standard Oil of N.J.... 
Sterling Products. 
Stewart-Warner. . 
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Texas Gulf Sulphur . 
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Western Union Tel................. 
Westinghouse Air Brake........ 
Westinghouse Elec. & Mfg 
SO ee eo 
Wouworn Co... W.).........060. 
Worthington Pump & Mach 


* Plus extras, f Paid this year. 

















ED oo 5s vss a> 00 2 0s 
U. S. Industrial Alcohol............. 
OS OO eee 
eer ree 
1 eee 
S. Smelting, Ref. & Mining 
SO SS eee 
BS | >” a es 


24 


1933 


hm \at\oo\st 
KONA 


© oo os ono a bs 


50% 
39% 


New York Stock Exchan 
Price Range of Active Stocks 


Industrials and Miscellaneous (Continued) 


1934 
—_——_— Sale 
Low 11/28/34) Share 


234 
30 


Vee ee 
P\@\D\oo\ 


WMCOBD tee ee 
A AIO AAIS 190 H 
WN 


ASA 


Os es 
@INIS- 
a —_ 

a Sor ak 


Bebo 


— 


@ 


g —— 
aac 
Ne NO 
ON 


x 


ge 


Div’d 
$ Per 


1% 
1.60 


2 
4 


1 St 
SSna 


ae 


a 


‘24 


‘50 


220 When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 








1 | 


Pos 
red 
pre 
gan 
pro 
sum 
of | 
ten! 
lon; 
pan 


I 
LON 
appe 
like 
hold 
Tuc. 

Fi 
ber 
port 
32 ¢ 
as as 
ence 
$12: 
mon 

divic 
1933 
of tl 
290 

ence 
$1.51 
moni 
grati 
volur 
taine 
food 
ing ¢ 
less, 

healt 
pron 
pan 

well 
oper 
loca 


DEC 








iv’d 
Per 
lare 


1% 
.60 


BEne 


a 


SS 


a 


60 


‘50 


40 


EET 














Rally or Recovery? 
(Continued from page 181) 
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in the broader intermediate swings 
which usually offer both the largest and 
least risky speculative possibilities. 
Having advanced substantially since 
originally recommended, four stocks— 
duPont, National Lead, Pillsbury Flour 
and United States Gypsum—have been 
withdrawn from our accompanying list 
of issues. This does not imply any 


- change of attitude, but merely that we 


do not advise purchase at present levels. 








Answers to Inquiries 
(Continued from page 214) 





Postal Telegraph & Cable, has already 
reduced its losses and should henceforth 
prove less of a drain on the parent or- 
ganization, if not a source of actual 
profit. If you are in a position to as- 
sume the risks involved in a situation 
of this type, therefore, we suggest re- 
tention of your holding with a view to 
long-term potential earnings of the com- 
pany. 


GRAND UNION CO. 


1 have 200 shares of Grand Union com- 
mon, averaging 7%. I am somewhat dis- 
appointed in the market action; and would 
hke your comment on the advisability of 
holding or selling this stock—S. T. M., 
Tucson, Ariz. 


For the three months ended Septem- 
ber 29, 1934, Grand Union Co. re 
ported a net profit of $82,602, equal to 
52 cents a share on the preferred stock, 
as against $99,654 or 62 cents a prefer- 
ence share in the preceding quarter and 
$124,196 or 2 cents a share on the com- 
mon stock, after allowing for preferred 
dividends, for the third quarter of 
1933. Results for the first nine months 
of the current year amounted to $304,- 
290 or $1.90 a share on the $3 prefer- 
ence stock, compared with $238,805 or 
$1.50 a preferred share in the first nine 
months of 1933. Despite the fact that 
gratifying improvement in dollar sales 
volume has been consistently main- 
tained during 1934, a general advance in 
food prices has prevented a correspond- 
ing enhancement of profits. Neverthe- 
less, when consideration is given to the 
healthy financial condition and the 
prominent position enjoyed by the com- 
pany in its field, its future appears 
well assured. The present organization 
Operates a chain of 639 strategically- 
located grocery stores and meat mar- 
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THE HAND OF THE 
TAX-GATHERER 
exacts from companies in the As- 


sociated System an annual toll of 
$10,966,000. 


44 


Taxes 


TOTAL of 44 different 

kinds of taxes are levied 
upon companies in the Associated Sys- 
tem. There are in addition, many fees, 
duties, and levies paid to regulatory 
bodies, as well as indirect taxes included 
in the prices paid for manufactured arti- 
cles. Here are a dozen of the 414 taxes: 





os, 
* 


real property stamp taxes 


gross revenue generation 
income personal property 
3% energy gasoline 

capital stock loans 


franchise license taxes 


Taxes on Associated companies 
amounted to $10,966,000 during the 12 
months ended September 30, 1934. This 
amount represents an increase of 26% 
during the preceding 12 months, and an 
increase of 68 % since December 31,1930. 

If this $10,966,000 could have been 
passed along to customers instead of to 
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governing bodies, it would have been 
sufficient to supply free electric service 
for one year to more than 325,000 resi- 
dential customers. 

The possible effects of increased taxa- 
tion on utility investments was one of 
the reasons for the Plan of Rearrange- 
ment of Debt Capitalization of Associ- 
ated Gas and Electric Company. The 
purpose of the Plan is to provide a means 
of insurance against adverse develop- 
mentsandtoprotecttheinter- Pees 
ests of the more than 300,000 ¢ 
Associated security holders. 





ASSOCIATED GAS & 
ELECTRIC SYSTEM 


61 BROADWAY, NEW YORK 








kets, as well as wagon routes covering 
rural territories in 24 states. About 
one-third of the company’s units are of 
the large type, handling in addition to 
groceries; meats, fish, fresh vegetables 
and bakestuffs. Merchandise handled 
by the wagon routes is confined to 
non-perishable package foods. At the 
close of 1933, total current assets aggre- 
gated $4,920,669, against current 
liabilities of less than $1,000,000. 
While the common shares must be re- 
garded in a speculative light, their 
prospects are such as to render advis- 
able maintenance of your present posi- 
tion. 


COLLINS & AIKMAN CORP. 

I have 7 points loss in Collins & Aikman. 
In face of this I am wondering if you 
believe it advisable to hold this stock for 
early recovery—A. O. E., Baltimore, Md. 


Collins & Aikman Corp. manufac: 
tures a broad line of pile fabrics, the 
principal demand for which emanates 
from the automobile and furniture in- 
dustries. Since takings by automobile 
manufacturers account for approxi- 
mately 75% of the company’s sales 
volume, it may be readily seen that 
earnings tend to fluctuate more or less 
in accordance with automobile pro- 


duction schedules. After having suf- 
fered a loss of $522,002 in the fiscal 
year ended February 25, 1933, opera- 
tions improved sufficiently last year to 
permit a profit equivalent, after allow- 
ing for preferred dividend require- 
ments, to $1.52 a share on the common 
stock. An increase in manufacturing 
costs, lower prices and slack demand 
resulted in a loss of $299,119 in the 14 
weeks ended September 1, last, which 
entirely wiped out the $270,133 profit 
for the previous quarter. Another loss 
will probably be reported for the suc- 
ceeding quarter. With the automo- 
bile manufacturers going into produc- 
tion on new models, however, a small 
profit is expected for the fiscal year to 
end February 28, next. Although the 
company has attempted to lessen its de- 
pendence upon the automobile indus- 
try through the introduction of cloak- 
ings, etc., this business is as yet of little 
importance. The manufacture and sale 
of carpets has been discontinued, al- 
though the company has licensed other 
organizations to employ its patents cov- 
ering the production of these. In the 
final analysis, the market action of Col- 
lins & Aikman would seem chiefly de- 
pendent upon conditions in the auto- 
mobile industry. Indications are that 
1935 will witness further improvement 
in the demand for cars. Thus, while 
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increased costs are reflected in recent 
earnings, it seems probable that adjust- 
ments will be made to offset these over 
the longer term. Despite its specula- 
tive characteristics, therefor, we favor 
continued retention of the common 
stock. 


U. S. PIPE & FOUNDRY CORP. 

Please give me, a new subscriber, your 
views on U. S. Pipe & Foundry. Do you 
believe its early prospects are discounted at 
present prices? Would you continue to 
hold a small bloc bought at 291%4?—L. S. 
K., Galveston, Texas. 


The U. S. Pipe & Foundry Co. nor- 
mally accounts for approximately 50% 
of the domestic requirements of cast 
iron pipe. Its dominant position in the 
industry has placed the company in a 
position to benefit from public works 
construction, financed by Governmental 
agencies. It has been estimated that 
about 750,000 tons of cast iron pipe 
will be utilized in public works projects 
now under consideration. There is little 
prospect of any important business 
from private industry over the near 
term, but a general industrial improve- 
ment could quickly change the outlook 
from this source. Maintenance of a 
strong financial position throughout the 
depression, coupled with a simple capi- 
tal structure has enabled the company 
to continue small dividends on the com- 
mon stock, although they were not 
earned. In the first six months of 1934, 
the company earned $315,727 against 
a net loss of $202,141 in the first half 
of 1933. On the basis of current and 
near-term earning power, the common 
stock obviously cannot be considered as 
cheap. However as a_ longer-term 
speculative issue, we believe U. S. Pipe 
& Foundry has attraction and would 
not advise the sale of your stock at 
current levels. 


MACK TRUCKS, INC. 


Would you counsel an investment in 
Mack Trucks, Inc., at this time? This 
stock has been strongly recommended to 
me, but because your advice has been prof- 
itable to me in the past, I would like your 
views before acting.—P. L., Scranton, Pa. 


A manufacturer of heavy-duty 
trucks, buses and other vehicles of a 
similar nature, Mack Trucks, Inc., has 
been severely affected by the adverse 
business conditions of the past few 
years. However, the company met the 
depression with a strong financial posi- 
tion and throughout the period of de- 
pressed business, has experienced no 
embarrassment due to lack of funds. 
The company depends heavily upon the 
building and construction trades, in- 
dustries which have been operating at 
extremely low levels for the past few 


years. However, there are indications 
that 1935 will witness recovery in the 
heavy industries field, and Mack 
Trucks, Inc., should receive its share 
of the business available. For the first 
nine months of the current year, the 
company reported a profit of $167,251, 
before Federal taxes, as compared with 
a loss of $567,211 in the first three 
quarters of 1933. The company con- 
tinues to maintain a $1 annual divi- 
dend on the common stock, and this 
rate likely will be maintained. The 
common stock has sole claim on earn- 
ings and assets, funded debt having 
been retired last year. The stock is 
currently selling at a generous price in 
relation to near-term prospects of the 
company, and we would favor its pur- 
chase, only if you are able to hold for 
the longer term. 





ATLANTIC REFINING CO. 


If the oils are likely to advance I would 
like to average on 100 shares of Atlantic 
Refining Co. purchased at slightly higher 
levels. Will you kindly advise me the real 
outlook?—J. C. F., New York, N. Y. 


Despite the fact that Atlantic Refin- 
ing Co. has materially increased its 
producing acreage during recent years, 
by far the greater portion of crude oil 
requirements are still purchased from 
outside interests. Higher consumption 
and a better price situation, enabled 
the company to report for the first 
half of 1934 net income of $2,990,587, 
equivalent to $1.12 a share on the capi- 
tal stock, in marked contrast with $1,- 
001,659 loss for the like period of 1933. 
Operations during the third quarter of 
the current year, however, were ad- 
versely affected by the weakness of 
gasoline prices and, despite the fact 
that volume was well sustained, earn- 
ings declined to 89 cents a share against 
$2.12 a share in the September quarter 
of 1933. While Atlantic Refining is 
a strong organization and will naturally 
benefit from a general improving oil 
situation, we would not be inclined to 
advise averaging on your present com- 
mitment. As the article in this issue 
entitled “There Will Be Profits in Oil” 
points out, the most advantageously 
situated oil companies will be those pro- 
tected by large crude oil reserves. 


YOUNGSTOWN SHEET & TUBE 
Co. 

I must have missed recent comments on 
Youngstown Sheet & Tube Co. in the 
Magazine I am, therefore, inquiring 
whether you would advise me to continue 
holding 100 shares of this stock on which 
I have 2 points profit—B. S. F., Chicago, 
Til. 


Youngstown Sheet & Tube Co. em- 
barked upon a broad expansion pro- 


gram immediately prior to the depres. 
sion, which was attendant with a 
substantial increase in the funded 
debt of the company. As a re 
sult thereof and the sharp contrac 
tion in demand for its products, the 
fixed charges on its debt have been 
burdensome, although this factor has 
not in any way altered the conservative 
policies of the management in making 
generous allowances for depreciation 
and depletion reserves. Moreover, in 
spite of unprofitable operations experi- 
enced by the company during the past 
three years, its financial condition re- 
mains strong. As of September 30, 
1934, the ratio of current assets to cur- 
rent liabilities was 11 to 1, with cash 
and marketable securities amounting to 
$13,042,340. Earnings recovery dur- 
ing the current year has been gratify 
ing, in comparison with that a year 
earlier. Following a deficit of $1,423, 
468 during the initial quarter of 1934, 
a net profit of $1,012,207 was regis- 
tered in the second quarter, which 
in turn was followed by a deficit 
of $1,257,371 in the September 
quarter of this year. The fore 
going figures compare with losses of 
$3,473,370; $2,207,592 and $1,177, 
576 for the corresponding periods of 
1933, respectively. For the first nine 
months of the current year, the loss 
amounted to $1,688,633 as against 
$6,858,538 for the first nine months of 
last year. The company has broadened 
its operations during recent years, and 
is less dependent upon the oil and gas 
industries, demand from which outlets 
remains somewhat restricted. Operat: 
ing results of the company should im- 
prove as the rehabilitation program of 
the National Government progresses. 
While resumption of dividends on the 
common stock can by no means be re: 
garded in early prospect, the shares are 
not devoid of speculative attraction for 
holding over the longer term and as 
such, maintenance of your present post 
tion is justified. 


——— 


WESTINGHOUSE ELECTRIC & 
MANUFACTURING CO. 


My broker advises the purchase of 
Westinghouse Electric & Manufacturing 
as a good semi-investment. I will be in- 
terested in your views on the probable 
future of this company, also for its stock 
in the months just ahead.—R. F., Seattle, 


Wash. 


Because of its dependence upon sales 
of heavy electrical equipment, West 
inghouse Electric & Manufacturing Co. 
has been especially hard hit by the in- 
ability of the railroads and public utili: 
ties to finance such purchases. Thus, 
sales billed in 1933 of $68,188,353, 
were the smallest in many years an 
compared with peak sales of $216,364, 
589 in 1929. Despite the fact that 
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numerous operating economies were 
effected by the management, sizable 
losses have been shown in each of the 
past three years. The development of 
numerous light electrical appliances for 
industrial and household use, however, 
has somewhat lessened the company’s 
dependence upon its heavy lines and 
is largely responsible for the improve- 
ment in evidence since the first of the 
year. For the nine months ended 
September 30, 1934, net loss amounted 
to only $363,787, against $7,083,641 
loss in the like 1933 period. More re- 
cently the company has received sizable 
orders for electrical equipment to be 
embodied in new locomotives being 
built for the Pennsylvania and Illinois 
Central railroads. This business holds 
promise of marked expansion next year, 
as a result of PW A loans to the car- 
riers for equipment purchases. Sales 
of lighter electrical appliances also may 
be expected to improve as public pur- 
chasing power attains more normal 
levels, especially since their employ- 
ment is being encouraged by lower elec- 
tric power rates. In view of the com- 
pany’s leading trade position and high 
earning power under conditions more 
nearly approaching normal, we regard 
its common stock as attractive around 
current prices. 


STANDARD BRANDS, INC. 


[ will appreciate any comment you would 
care to make on Standard Brands, Inc. 
Its stock looks attractive to me at current 
levels, offering speculative appeal and in- 
come, and I think this might be the time 
to buy—F. W. S., Dayton, Ohio. 


Currently quoted at approximately 
19, Standard Brands common offers a 
return of 5.25%. When consideration 
is given to the company’s past record 
and existing conditions, the foregoing 
yield is reasonable enough. Moreover, 
as pointed out in the discussion of this 
enterprise on page 202 of this issue of 
THE MAGAZINE OF WALL STREET, the 
longer term prospects of the company 
are such as to lend merit to the shares 
for long-term price appreciation. 








Potentialities Great in Rail- 
road Equipment Industry 


(Continued from page 206) 








of lower fares and greater comfort to 
a point which would profitably enlarge 
the ratio of passenger to freight traffic. 
Should the urge to achieve such an 
objective gain momentum it would 
automatically revive a source of de- 
mand for railway equipment and sup- 
plies which has long been dormant. 
The improvement in the design and 
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100% above normal. 


Stormy weather outdoors. But the watchword 
for your telephone is All Clear. The lines must be 
kept open so your voice can get through. Moreover, 
the quality of voice transmission must be All Clear. 
That these “musts” become realities is shown by in- 
creased use of the telephone on bad days—at times 








Bell Telephone System 

















construction in freight and passenger 
cars in the past few years has been 
matched by locomotives having greater 
operating efficiency and lower fuel con- 
sumption in steam locomotives, coupled 
with corresponding improvements in 
electric locomotives, internal-combus- 
tion-driven rail cars and Diesel-electric 
locomotives. Advancements in the con- 
struction of steam locomotives, during 
the past decade have resulted in a great 
increase in power output per driving 
axle, as well as a reduction of about 
20% in the fuel consumption per pas- 
senger train car-mile and nearly 30% 
in fuel consumption per ton-mile of 
freight carried. It has been shown that 
of the 54,180 locomotives on all of the 
carriers in the United States, only 12%, 
or those built in the last decade, are 
truly modern. The rest are either 
semi-obsolete or entirely so. 

While the advancement in the de- 
sign and performance of Diesel-electric 
locomotives was dramatized and highly 
publicized by the recent Transconti- 
nental run of the Union Pacific stream- 
lined train, most railroad men are con- 
servative in venturing predictions as to 
the importance of the trend toward 
Diesel-powered, streamlined engines 
and trains for the near future. Some 
express doubts that any Diesel unit yet 
devised could pull the heavier freight 
trains over adverse grades. 


Nevertheless, there are a number of 
Diesel trains in the course of construc- 
tion and plans for others are being 
formulated. Pullman is building two 
more for Union Pacific; E. G. Budd is 
building two stainless-steel trains for 
the Burlington and a Diesel unit for 
Boston & Maine; and the Gulf, Mobile 
& Northern has ordered two 4-car 
Diesel streamlined trains from Ameri- 
can Car & Foundry. Even if it is con- 
ceded that this type of equipment is 
an innovation, and still remains largely 
in the development stage, it has 
achieved a sufficient measure of success 
to justify further experimentation and 
research. Surely, equipment which can 
furnish motive power at the rate. of 
1.6 miles for each gallon of inexpensive 
fuel consumed is not to be dismissed as 
a mere novelty. It is not inconceivable 
that should further progress in the ap- 
plication of Diesel power to locomo- 
tives definitely prove its worth that in 
time it will bring revolutionary changes 
in the present type of rolling stock in 
favor of much lighter freight and pas- 
senger facilities. 

Entirely apart from streamlined, 
articulated high-speed trains, air-condi- 
tioned passenger cars, light-weight 
freight cars and more economical and 
powerful locomotives, there have been 
innumerable minor innovations in con- 
struction and various new mechanical 
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devices. These include, improved lubri- 
cation, more effective bearings, welded 
steel construction, rubber insulation 
against noise and superior air brakes. 

Nearly a year ago the American 
Railway Association specified that all 
new freight cars be equipped with an 
improved brake designed to work on all 
cars of a freight train whereas the old 
type functioned only the first 50 or 60 
cars of a 100-car train, resulting in 
buckling and jerking. The Association 
has since recommended that all freight 
cars be equipped with these brakes by 
January 1, 1945. While many of the 
freight cars now in service will be re- 
tired before the expiration of this ten- 
year period, there is a large potential 
field for this new braking equipment. 
Incidentally, of course, it is quite pos- 
sible that many roads will prefer to 
purchase new freight cars, rather than 
assume the expense of equipping old 
ones, in which event both the car build- 
ers and brake manufacturers would 
benefit. 

Manufacturers of signalling equip- 
ment have kept pace with the pro- 
gress in other fields of railway equip- 
ment. Not only has signalling appa- 
ratus been made more efficient but 
manufacturers in this group have de- 
veloped numerous safety devices, train 
control systems, interlocking equip- 
ment, car retarders, etc. In addition 
to the large amount of deferred main- 
tenance on signal and safety devices, 
as in the other branches of railway 
equipment, the promise of future busi- 
ness is greatly enhanced by the greater 
efficiency and money saving possibili- 
ties offered by the newer types of equip- 
ment. 

Much of this discussion has been de- 
voted to pointing out the many new 
developments which have been made in 
railway equipment and the extent to 
which much of the present equipment 
has been excelled and out-moded. Even 
if this were not true, equipment manu- 
facturers, could still count on a sub- 
stantial volume of business, in time. 
In the period 1925-1929, all railway 
purchases from the entire supply and 
equipment industry, exclusive of fuel, 
averaged $1,281,000,000 annually. 
Since then they have progressively de- 
clined and in 1933 totalled only $282,- 
000,000. Although expenditures for 
supplies in 1933 were only about one- 
third of the 1925-1929 average, and 
those for maintenance of roadway and 
structure amounted to less than one- 
sixth, an even greater decline occurred 
in expenditures for cars. The latter 
item dropped from an average of $193,- 
000,000 in 1925-1929 to about $1,- 
000,000 in 1933, and for locomo- 
tives, expenditures dropped from $61,- 
000,000 to less than $1,000,000 last 
year. At the end of 1933, the num- 
ber of locomotives in need of re- 
pair amounted to nearly 33% of the 
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total in operation, while freight cars 
awaiting repairs amounted to 14.2% 
of the total. 

Therefore, in order to bring the rail- 
road equipment and property plant up 
to some semblance of normal and in fit 
condition to handle a larger volume of 
trafic, necessituous purchases of equip- 
ment and deferred maintenance alone 
would provide equipment manufactur- 
ers with a sizable volume of business. 
The Public Works Administration this 
year has loaned substantial sums to 
railroads, not too heavily encumbered 
with debt, bearing interest at 3!4% 
and for the express purpose of purchas- 
ing new equipment, rails, etc. 

Due largely to this assistance ren- 
dered by the Public Works Administra- 
tion, railroads were able to increase 
somewhat their outlays for new equip- 
ment, particularly in the first six 
months, and as a consequence equip- 
ment manufacturers will make a mod- 
erately better showing. Orders for new 
locomotives in the first ten months 
totalled 96 units against 49 for the 
full 1933 year; new freight cars totalled 
23,075, compared with 1,892 in 1933; 
and a total of 374 passenger cars were 
ordered as against 6 last year. All of 
the leading companies are in a com- 
fortable financial position and have 
been able to successfully weather one 
of the leanest periods in their history, 
aided by skillful management and fore- 
sight in developing a broader diversity 
of activities. In the face of a serious 
restriction in production and earnings, 
engineering research has brought the 
industry so far ahead of the railroads 
themselves, and the equipment now 
being offered is so vastly superior that 
its purchase becomes practically an eco- 
nomic necessity. 

Whether the equipment companies 
will garner the financial reward which 
should be justly theirs in the near fu- 
ture or whether the current low ebb of 
business will be further protracted into 
the indefinite future will depend upon 
the promptness with which the contin- 
gencies already cited are removed. The 
fact remains that the industry statis- 
tically is in a strongly favored position 
and prospects are more hopeful than 
for some years past. The potential 
business is there; the industry is pre- 
pared to go full steam ahead; and when 
it does it promises substantial returns 
to the patient investor. 








For Features to Appear 
in the Next Issue 


See Page 175 














There Will Be Profits in Oil 
(Continued from page 195) 








of crude has been set by unofficial 
methods at an arbitrary level, while 
the companies have attempted to hold 
retail gasoline above economic levels. 
The result has been disintegration of 
the wholesale or tankcar price and con- 
stant undermining of the retail price 
by price cutting. 

When business is working to an arti- 
ficially high level of prices, net earn- 
ings are not made at all in proportion 
to those prices, because there is the 
constant temptation to concessions, 
while competition works by all under 
cover méthods to gain volume. We 
thus have a high level of posted prices 
with a low level of posted earnings re- 
ports. To make the false level of 
prices actually effective requires the 
supervision of each sale of goods, and 
that with no political favoritism or 
graft. Where the prices are made 
effective by monopoly as planned un- 
der the codes, the volume of sales is 
checked and then declines as in steel. 


The Fundamental Remedy 


The deep-seated change which is 
coming to the oil industry within a 
year or two is that these arbitrary, 
profit-killing high prices will be changed 
into effective prices, dictated by natural 
law. The change will take place gradu- 
ally as the supply of crude oil passes 
into the hands of nature. When the 
difficulty is to get crude oil back of the 
market, rather than to keep it out of 
the market, the internal relation of 
prices will be changed. Instead of 
crude and retail gasoline being too high 
and wholesale gasoline too low, the re- 
verse will be the case. The effort will 
be to keep down retail gasoline to pre- 
vent consumer resistance, while natural 
demand for wholesale gasoline will 
force its price up until there is almost 
no marketing margin left. Under the 
change, the earnings of oil companies 
will be proportional to the price of 
crude oil and the amount they both 
produce and market. As this takes 
place it will be interesting to be long 
of the good oils and laugh at the 
efforts of certain people to continue 
the false margins on which jobbers and 
independent dealers have grown fat. 

The marketing game has been de- 
veloped out of all reason through the 
pressure of excess crude oil and is cost- 
ing the big companies dearly under 
present conditions. There seems to be 
no cure which does not involve the 
failure of the unneeded outlets. Which 
shall they be and where will the pres- 
ent employees find work in other lines? 
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The safe conclusion is that the losers 
will be those who do not control their 
own supply and have to operate 
strictly on a merchandising basis, buy- 
ing at wholesale and selling at retail. 
This is the reason why companies com- 
pete for oil lands while there is still 
violent over-production, and why the 
investor may make bad _ mistakes 
through buying the wrong type of 
company. 

The oil industry is nearing the end 
of a fifteen-year period of too rapid 
progress. Technical advances in pros- 
pecting, in drilling and production, in 
transportation and in refining have un- 
balanced the industry and prevented 
normal profits. Within the near future 
oil is expected to return to the profit 
system. 

Marketwise it may be as bad to be 
right too soon as to be wrong. There- 
fore, buying the oils for speculation is 
probably not justified before spring. 
East Texas still has enormous potenti- 
alities and the season of slack gasoline 
demand is with us until April. 

To the investor the situation is dif- 
ferent. If he is really an investor and 
will hold until the fundamental factors 
improve, he should have courage and 
buy some of the good oil securities 
whenever the market is weak during 
the present winter. A profit of two to 
four hundred per cent within five vears 
should be his reasonable expectation. 








Japan Invades American 
Markets 
(Continued from page 191) 








has a low standard of living. Laborers 
live on cheap fish and vegetables—no 
meat and milk for them. Twelve dol- 
lars a month gets a satisfactory house. 
According to Professor F. R. Eldridge 
(Current History for August) a 
Japanese laborer can live as happily 
and as comfortably, according to his 
standards as an American laborer at 
six times his pay. Is it any wonder 
that Japan keeps her 8,000,000 spindles 
busy and beats England in textile ex- 
ports, while the latter country can find 
business for only one-sixth of her 
50,000,000 spindles? 

In a word Japan has an industrial 
system that can make money at prices 
which are ruinous to the rest of the 
world. There are few labor disputes— 
the people are too busy trying to find 
the means of living. They produce 
more and more while much of the 
world is committing suicide by refusing 
to adapt itself to a hard time regimen 
and produce less and less. While 
Europe and America support thirty 
millions of unemployed Japan keeps 
her people at work—not for what they 
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want but for what they can get. This 
is not to say that Japan has no unem- 
ployment problem; while employment 
is not far below that of 1929, the tre- 
mendous annual crops of babies have 
multiplied into some 6,000,000 job- 
less. But nobody knows how many 
jobless we have; all we know is that we 
have about 10,000,000 fewer jobs than 
we had in 1929. Our statistics take 
no account of the millions who never 


had jobs. 
The Dark Side of Glory 


But there is a dark side to the 
Japanese industrial picture. All the 
world is rising in reprisal. England 
has led the world with clamping an 
agree-quota on imports of Japanese tex- 
tiles into India; Holland is barring the 
Nipponese out of her East Indies, and 
is dickering for a quota arrangement; 
anti-dumping legislation is being mobil- 
ized against Nippon all over the world. 

Japan is getting scared and now ex- 
plains that “out of a desire to alleviate 
the discomforts of rival trading nations 
(as the Oriental Economist, Tokyo, 
puts it) Japan elects to exercise her 
competitive power only in such a way 
as will not undermine their interests. 
The guiding principle of Japan today 
in her foreign trade is respect for the 
interests of the nations with whom she 
has economic contacts. Accordingly, 
she is undertaking to restrict and regu- 
late exports. An attempt has been 
made to fix up a general trade agree- 
ment with England, and another was 
made to stop the squawking of our 
Pacific Coast canners with a gentlemen’s 
agreement on canned tuna fish. The 
last took the form of an attempted 
dicker between the Japanese and Ameri- 
can interests involved, without the aid 
of diplomacy. But such unofficial deals 
have succeeded with England on electric 
light bulbs, and on pencils, cotton rugs 
and safety matches with the United 
States. In consideration of the Ameri- 
cans not turning N R A tariff batteries 
on them, the Japanese traders accepted 
quotas from their American competi- 
tors. 


Gentlemen’s Trade Agreements 


An American Japanese Trade Coun- 
cil has been set up in New York to 
determine how much Japan can export 
to the United States without arousing 
destructive opposition; it has its coun- 
ter part in Tokyo. Domestic trade 
control associations have fixed a price 
limit on pottery exports to the U. S.; 
a quota limitation was imposed on knit- 
goods for the Philippines (where Japan 
has been pinching Uncle Sam something 
awful) ; export beer is under control as 
to volume; Russia is being quieted with 
regulation of Manila rope and twine 








and also fishing nets and netting twine. | 
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6, PLACE VENDOME, 6 
PARIS 


Situated in the Historic 
Place Vendéme with the 
finest shopping district in 
the world at its doors, handy 
to the best theatres and 
principal banks, close to the 
Tuileries Gardens and the 
Opera. A _ hotel distin- | 
guished by that gracious | 
charm and comfort found | 
in the best homes and ap- | 
preciated by a discerning | 
clientele. 








Prices Adapted to Present Conditions | 


Single room and bath........ 50 frs. | 
Double room and bath...... 75 frs | 
Sal UNE os ee 100 frs. | 


| — No Taxes — | 
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Luckies are 
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to your throat 
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in which you are a stockholder. It in- 
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An association has been formed to keep 
$5 Japanese bicycles from overwhelm- 
ing the world; a truce has been fixed 
up with Holland on the East Indies 
cement trade; South Africa and Aus- 
tralia are being propitiated with big 
quotas for their wool exports to Japan, 
and cotton goods exports are to be 
regulated by the producers so that they 
shall not be more to any country than 
the traffic will bear. 

Export business will grow more dif- 
ficult for Japan as good times return. 
Much of her present success rests on 
cheapness without regard for quality, 
and if the recent world-wide tendency 
toward national self-sufficiency con- 
tinues she will be up against impass- 
able barriers of tariffs, quotas or em- 
bargoes in many countries. 

Part of Japan’s advantage, obtained 
by going off gold in the fall of 1931, 
has been neutralized by other nations 
doing the same. She bought heavily of 
raw cotton when the yen was high 
(doubtless deliberately) and has been 
selling the finished goods with the yen 
low. Now she has to buy cotton and 
other raw materials with the same yen 
for which she sells. Again, she is being 
hard put to find exchange for dealing 
with the South American countries 
which export little to her but insist on 
her buying more. And the cost of liv- 
ing, mounting rapidly, will soon boost 
wages and arouse the hitherto passive 
workers. The farmers are troubled by 
the high price of rice. Yes, because the 
laborers have to buy less. 


Japan Is Hard to Circumvent 


But despite all that trade treaties, 
unofhcial agreements between business 
men and the stabilization of currencies 
may accomplish the world has a difh- 
cult problem in keeping Japan within 
commercial bounds. Nothing but abso- 
lute embargoes can be expected greatly 
to check Japan’s exports for any length 
of time. An economy that can pro- 
duce more cheaply than others, that is, 
not handicapped by social altruism, 
where people would rather work than 
play, which is not marred by internal 
industrial discords, holds the whip- 
hand. Japan has, too, some trading ad- 
vantages; we could presumably get 
along without Japanese raw silk, of 
which we are the biggest customer, tak- 
ing 95 per cent of all she exports or 
65 per cent of her total production. But 
we can’t very well get along without 
Japan’s tremendous purchases of cotton 
from us. On the other hand, the pub- 
lic debt of Japan—a very poor country 
—is growing, taxation is increasing, 
there is some social restiveness, and a 
strong chance that the country may run 
into a grave financial and commercial 
collapse. In any event there does not 
now appear to be much for the people 
of the United States to worry about in 


Japan’s amazing commercial expansion. 
A factory here and there or a whole 
industry may be put to the Japanese 
competitive sword, but they will not 
be missed in good times. Export trade 
is another story. When it is finally 
told it will probably be a tale of how 
the Japanese crowded us out of a large 
part of our foreign business. Well, 
we compelled the Japanese to trade, 
didn’t we? 








Remington Rand, Inc. 
(Continued from page 197) 








by declaring dividends on the preferred 
and common stocks without considera- 
tion for the position of the bonds. In 
its last annual report the company 
stated that earned surplus would have 
to exceed $183,314.56 before the pay- 
ment of dividends. In view of the fact 
that instead of an earned surplus there 
is a deficit now in the neighborhood of 
$700,000, it means that the company 
must retain nearly $1,000,000 out of 
earnings (thereby strengthening the de- 
bentures) before distributing any divi- 
dends on its stock at all. 

Originally, Remington Rand’s de- 
bentures were issued with a detachable 
warrant entitling the holder to pur- 
chase common stock at various prices. 
Expiring on May 1, 1937, the warrants 
currently entitle one to purchase stock 
at $85 a share. As this is so far re- 
moved from the present market price 
of the common—$10—and the expira- 
tion date not far advanced, the war- 
rants must be considered to have little, 
if any, value. 

For those wanting a sound holding, 
albeit not gilt-edged, the 52% return 
provided by Remington Rand’s de- 
bentures may well be attractive in this 
time of extremely easy money rates. 
As the bonds are callable only at 104 
until 1937, and then at 103 until 1942, 
there is also the chance of a modest 
capital appreciation. 








In The Next Issue 


Where Does Business 
Really Stand? 
By JoHn D. C. WELDON 


The Fallacy of Expedients 
By C. S. Burton 
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Appraising the Sources of 
Business Expansion 


(Continued from page 188) 








absolutely essential are foreign markets 
for certain of our products. Mr. Wal- 
lace, Secretary of Agriculture, has 
been running for some time now a 
one-man educational show, containing 
by actual count 100 per cent more 
sense to the square inch than the usual 
political speech possesses to the square 
mile. George N. Peek, Special Ad 
viser to the President on Foreign Trade 
and President of the Export-Import 
Banks, said only the other day: “We 
must either increase our sales of agri- 
cultural products in foreign markets or 
continue to reduce farm production. 
This latter course would mean dislo- 
cation of population, unemployment, 
social unrest, and increase in the bread 
lines in the cities. Increasing our 
sales seem preferable both economically 
and politically. It is the natural human 
thing to do.” 

Progress made up to date in the 
stimulation of our export trade cannot 
be fairly considered to consist of more 
than minor tactical successes. We have 
negotiated a reciprocal trade agreement 
with Cuba; when we abandoned pro- 
hibition we made a deal or two involv- 
ing the exchange of tobacco, pork and 
fruits for wines; and our second Ex: 
port-Import bank actually has financed 
trade to the extent of a few million 
dollars. Other reciprocal trade agree- 
ments are pending, including the one 
with Russia. While this is a start, 
some will say, it certainly is no bril- 
liant showing, particularly when one 
considers that there is considerable 
truth in the contention that trade agree 
ments between two countries only tend 
to divert world trade rather than ex: 
pand it. 


No Free Trade 


Now we live in a world of reality. 
No one can seriously believe that it 
would be possible for us to go on a 
free-trade basis immediately or even to 
take steps to go on a free-trade basis 
eventually. Such a course would be 
politically impossible, for so many 
vested interests have been reared be- 
hind the protection of our tariff walls. 
On the other hand, we can, and should, 
treat these vested interests with much 
less consideration than they have re 
ceived in the past. We should ac 
knowledge to ourselves that we must 
import if we are to export, that large 
exports in the case of cotton, tobacco 
and the like are essential to our inter’ 
nal well being, and that to achieve 
these exports some one is going to get 
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hurt by the necessary imports. And 
the logical ones to hurt, of course, are 
those whose business is most uneco- 
nomic. It would seem that our better 
course would be to concentrate upon 
taking as many imports as we possibly 
can without too much disruption of 
our internal system, rather than put 
the emphasis on the things that we 
propose to export. This statement may 
seem somewhat illogical in view of the 
fact that our whole objective is the 
attainment of exports, but we are so 
well situated naturally, or our people 
are so well endowed with skill, that 
the export side of the equation would 
solve itself once the import side were 
adjusted satisfactorily. 

Although any progress that we might 
make towards a solution of this for- 
eign trade question will play its part 
in our recovery, as a practical matter 
it does not seem as if it possibly could 
have developed far enough within the 
next year or two as to lift us dynamic- 
ally. In all likelihood we must depend 
for our recovery in the main on an 
improving domestic business—on the 
effective use of the credit that is avail- 
able, on greater activity in the heavy 
industries or perhaps on that as yet 
undeveloped product for which all 
economists have their eyes peeled. 

This prospect is by no means dismal. 
Although one cannot hold out hope 
that anything will come on the market 
with the effect that the automobile had 
on the country’s trade and industry, 
new products and processes are con- 
stantly being developed that cannot fail 
te help us. In the further widening 
of the market for the airplane, the 
diesel, air-conditioning, artificial fab- 
rics, plastics, metal alloys, to mention 
but a few of the possibilities, business 
should receive much stimulation. This, 
added to the justified hope that shortly 
credit will be employed more effectively 
and that the heavy industries will be 
spurred by private initiative is surely 
enough to warrant the expectation of 
improvement during the months to 
come. 








High Wage Rates Are Not 
High Earnings 
(Continued from page 196) 








a contact with those he didn’t know. 
He plagued apparently all the cheap 
politicians and a number that weren't 
so cheap. 

Still, no action had been taken even 
up to that great day when actual con- 
struction started. Not that he expected 
to do anything in the initial stages, for 
he was an electrician—a union man, of 
course. But even so, with the project 
well under way, he might have received 
an intimation that there would be 
“something stirring” later. 

Just as he had about given up the 
whole business, there came a call. A 
friend has pulled some string some- 
where and he was to go to work on Mon- 
day morning. Sweet prospect—in the 
money again—$11.20 for a seven-hour 
day. Well, he was in the money all 
right; moreover, he actually received 
in hard cash the whole union scale. 
Unfortunately, he works only two days 
a week. 

Is it possible that this electrician 
would prefer to work, if he could work 
steadily, for $5.60 a day—exactly 
half his present scale — than to be 
one of the miserable subscribers to the 
present farce? Also if he did this, 
is it possible that there would be 
benefits to the Government, in having 
the electrical work in its low-cost hous- 
ing done at this rate rather than at the 
one now being paid? Also, might there 
not be something in the thought that 
electrical work at the smaller rate would 
make the housing just that much lower 
in cost in consequence—to the advan- 
tage of both the tenants and the tax- 
payers who ultimately are going to pay 
for it? Finally would not electrical 
work, and other construction work, at 
a lower cost promote increased volume 
of building—to the benefit of general 
business? 
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N. Y. Times 

———Dow, Jones Avgs.———_—. 50 Stocks——— 

40 Bonds 30Indus. 20 Rails High Low Sales 
Monday, November 19..... 80.38 99.89 35.94 84.68 83.70 983,950 
Tuesday, November 20......... 80.28 99.90 35.36 84.14 83.23 865,610 
Wednesday, November 21...... 80.25 99.47 34.94 84.31 83.15 805,220 
Thursday, November 22........ 80.14 99.93 35.25 84.47 83. 42 769,950 
Friday, November 23........... 80.45 101.62 35.84 85.79 84.33 1,130,491 
Saturday, November 24........ 80.58 102.40 36.44 86.31 85.76 671,990 
Monday, November 26......... 80.83 103.08 36.67 87.33 86.22 1,410,620 
Tuesday, November 27......... 81.01 102.38 37.19 87.05 85.79 1,012,460 
Wednesday, November 28...... 81.31 102.75 36.88 87.12 85.85 1,163,250 
Thursday, November 29........ HOLIDAY—EXCHANGE CLOSED 
Friday, November 30........... 81.25 102.94 36.69 86.94 85.96 801,780 
Saturday, December 1......... 81.19 102.93 36.93 86.76 86.10 469,190 
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Where do your thoughts wander, 
with the long grey chill of winter 
dead ahead... toward a kind- 
lier land, where pleasant warmth 
lingers, and you can play out-of- 
doors, forgetful of the calendar? 
There is such mellow warmth 
all down the California coast; 
warm dry gold in the winter sun 
at the desert oases, at Phoenix 
and the Arizona resorts and 
ranches round-about. 
Nor are these places either 
difficult or expensive to reach. 
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This winter, via the Santa Fe, sleeping 
car charges and rail fares of all classes 
are the lowest in many years. There will 
be, too, a Phoenix Pullman tri-weekly 
on THE CHIEF. The coupon will bring 
interesting folders on California, Arizona, 
Indian-detours and Grand Canyon. 


pS ET: 


W. J. BLACK, P. T. M., Santa Fe System Lines 
1264 Railway Exchange, Chicago, Illinois 
Mail Picture Folders and fares 
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it is said is only worth the 
pleasures it will bring... 
among the most necessary 
of pleasures is the cer- 
tainty of being well 
dressed ... Shotland and 
Shotland are the custom- 
tailors for many financial 
and business men whose 
names you and all Amer- 
ica knows... may be also 
serve you... quality, 
value and price we are 
sure will please .. . tele- 
phone BRyant 9-7495. 
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Dividends and Interest 
CJ 


DIVIDENDS 





ARMOUR 4x0 COMPANY 
(ILLINOIS) 


On November 23rd a quarterly 
dividend of one dollar and fifty 
cents ($1.50) on the $6.00 prior 
preferred stock of the above 
corporation was declared by the 
Board of Directors. Payable 
January 1, 1935, to stockholders 
of record at the close of busi- 
ness December 10, 1934. 


E. L. LALUMIER, Secretary 


ARMOUR 4x0 COMPANY 
OF DELAWARE 


On November 23rd a quarterly 
dividend of one and three- 
fourths per cent (1%4%) on the 
preferred stock of the above 
corporation was declared by the 
Board of Directors. Payable 
January 1, 1935, to stockholders 
of record at the close of busi- 
ness December 10, 1934. 


E. L. LALUMIER, Secretary 




















UNION CARBIDE 
AND CARBON 
CORPORATION 


Vv 


A cash dividend of Thirty-five 
cents (35c) per share on the out- 
standing capital stock of this Cor- 
oration has been declared, payable 
Seanad 1, 1935, to stockholders of 
record at the close of business 
December 6, 1934. 

ROBERT W. WHITE, Treasurer 











THE BELL TELEPHONE COMPANY 
OF CANADA 
NOTICE OF DIVIDEND 


A Dividend of one and one-half per cent 
(1.50%) has been declared payable on the 
15th of January, 1935, to shareholders of 
record at the close of business on the 22nd of 
December, 1934. Webber, 


Secretary. 
Montreal, November 28, 1934, 


WILSON & CO., INC. 


PREFERRED STOCK DIVIDEND 

The Board of Directors of Wilson & Co., Inc., 
+meat packers, a Delaware corporation, has declared 
a dividend of one and three-quarters per cent 
(1%%) per share on its Preferred Stock, payable 
January 2, 1935, to holders of record at the close 
of business December 15, 1934, to apply against 
accumulated dividends. Checks will be mailed. 

Dated, Chicago, November 27, 1934. 

GEO. D. HOPKINS, Secretary. 














A Business Bond 


You have a tangible bond with the companies 

you own. Buy their products—it 

keeps them busier. Many of them advertise in 
The Magazine of Wall Street 


whose stock 














i) 
to 
co 











New York Curb Exchange | 











ACTIVE ISSUES 


Quotations as of Recent Date 


1934 
Price Range 
-— — ~~ Recent 
Name and Dividend High Low Price 
Alum. Co. of Amer......... 8534 484% 61% 
Amer. Cyanamid B ({.25)... 2244 14% 17% 
Amer. Gas & Elec. (t1)..... 38% 164% 20% 
Amer. Lt. & Tr. (1.20)...... 1934 84% 11% 
Amer. Superpower......... 4% 1% 1% 
Assoc. Gas Elec. “A”....... 23% 17/16 4% 
eee 15% 2% 2% 
Cities Service............. 44% 1% 1% 
Cities Service Pfd.......... 26% 11% ~=«18 
Cleveland Elec. Illum. (2)... 3014 2144 22% 


Colum. G. & E. cv. Pfd. (5). 103 65 71 


Commonwealth Edison (4).. 6114 3444 46% 
Consol. Gas Balt. (3.60) ..... 68 50% 6634 
Cond Corp. CRB)... .....200 85¢ 2% 35% 
Creole Petroleum.......... 14% 9% 12% 
Distillers Cp. Seag......... 265% 8% 16% 
Elec. Bond & Share........ 2314 7% 9% 
Elec. Bond & Share Pfd. (6). 60 31 404% 
Elec. Pr. Assoc. (.40)....... 8% 35% 4% 
Ford Mot. of Caa. “A” (7114) 26144 15 254% 
Ford Motor, Ltd............ 1034 6% 93% 
General Aviation........... 914 3 5% 


movement of security prices on 

the New York Curb Exchange 
continues to show improvement, reflect- 
ing the present strengthened confidence 
in the business prospect and—in the 
case of dividend-paying issues—the per- 
sistent pressure of surplus investment 
funds searching for income return. 

In more than ten weeks of creeping 
recovery there has been no reaction of 
more than trifling technical proportions. 
On the other hand, there has been very 
little increase in speculative activity, 
and in the absence of any semblance of 
speculative excess occasional periods of 
hesitation in the market have apparent- 
ly been sufficient to maintain a healthy 
technical structure and to obviate the 
necessity for corrective shake-outs such 
as were familiar accompaniments of the 
more active markets of the past. 


b Diciees marked irregularity, the 


Utility Stocks 


It is an interesting fact that over the 
past fortnight some of the better grade 
public utility stocks have been the fea- 
tures of this market in respect to per- 
centage recovery. American Gas & 
Electric, for example, has advanced 
some 25 per cent from its recent low; 
while Consolidated Gas of Baltimore 
and Commonwealth Edison have at- 
tracted improved demand. - Consider- 
ing the obvious difficulties of the utili- 
ties, this buying—whether wise or not 
—certainly is not without courage. 


1934 
Price Range 
—~ Recent 
Name and Dividend High Low Price 


Gamera Fire... 6 occ ccesiass 99 52 69 


Glen Alden Coal (*114)..... 2534 1034 23% 
Great A. & P. Tea N.-V. (7). . 130 121 128 

Gulf Oil of Pa.............. 7634 4934 655% 
Hudson Bay M.&S........ 15% 8% 124% 
Humble Oil (1)............ 4634 3814 43% 
Imperial Oil (*.80)......... 17% 12854 16% 
Inter. Petrol. (*9).......... 38% 19% 31 
Lake Shore Mines (*3'4)... 604% 4134 652% 
Niagara Hudson Pwr....... 934 3% 3% 
Pan-Amer. Airways (+.50).. 51 31% 35% 
St. Regis Paper...... ; 5% 1% 1% 
South Penn Oil (1.20)...... 2644 17% 234% 
Swift & Co. (.60)........... 203% 13% 18% 
Switt Boll GR)... 20s cave 40% 23% 35% 
United Founders........... 1% “% \ 
United Gas Corp........... 334 15% 1% 
United Lt.& Pwr.A........ 63% 1% 1% 
United Shoe Mach. (*5).... 7144 5734 68 

Walker Hiram H.W........ 5744 2134 28% 


*Partly extra. + Paid this year. 


Possibly it reflects a hope that around 
recent lows sound utility stocks discount 
a situation about as adverse as it is 
likely to be. 


Strong Industrials 


Among industrial issues steel shares 
have extended their recent recovery 
and stocks favorably affected by the 
Government’s emphasis on housing have 
continued to meet with good demand. 
Among the latter, Sherwin-Williams 
has advanced to a new high for the 
year. 

Specialties of investment rank con- 
tinue to receive the lifting power of 
restless idle capital. Quaker Oats in 
this class has climbed to a new high. 
Reflecting publicity on its plans for ex- 
pansion in trans-oceanic flying service, 
Pan-American has advanced sharply. 
Ford Motor of Canada has spurted 
more than 4 points during the past 
week, responding both to a more gener’ 
ous dividend policy and the Ford com 
pany’s indicated confidence in 1935 
prospects. 

Oil stocks remain laggards, as is not 
surprising, at this season of declining 
gasoline consumption; but moderate re’ 
action leaves them considerably above 
the year’s lows. The South American 
oils, notably International Petroleum, 
hold close to the year’s highs. 

The gold shares, led by Lake Shore, 
have experienced a moderate recovery 
from recent selling pressure. 
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Standard Brands 
(Continued from page 204) 








no funded debt, obligations preceding 
the large issue of common stock consist- 
ing only of 70,374 shares of $7 preferred 
stock, the latter total representing a re- 
duction from 141,755 shares of pre- 
ferred outstanding at the end of 1929. 

Including cash and Government 
bonds of $18,581,000, working capital 
at the end of last year was $34,639,914, 
which was very close to the figures for 
1932 and 1931, but compared with 
$46,459,000 at the end of 1929 and 
$42,233,000 at the end of 1930. Con- 
sidering the retirement of more than 
half of the preferred shares out of 
cash, the decline in working capital is 
of no importance, leaving the com- 
pany’s liquid resources more than ample 
for its needs. 

The one thing above all others that 
made this merger an economic “natural” 
was the efficient and notably extensive 
distributing system of the old Fleisch- 


mann Yeast Co. The Fleischmann 
name, of course, is familiar in gin, 
but this branch of the Standard 


Brands business is not a major source 
of profits. The company in all proba- 
bility wall remain predominantly a food 
company and only incidentally in the 
liquor business. 

Selling around 19 and yielding over 
5.2%, the stock possesses investment 
merit as a stable income producer. 





What the New Deal Will 
Spend and How 


(Continued from page 183 








$1,400,000,000 for public debt retire- 
ment and interest. Then there is a 
little item of $139,000,000 which repre- 
sents gold certificates handed back to 
the Federal Reserve Banks to cover the 
surplus the Treasury took over under 
the new gold dollar act of 1934, which 
will not appear next year. 


Passing the Buck to Posterity 


It seems to be established that no 
great effort is to be made by the com- 
ing Congress to reduce the chronic defi- 
cit by increase of taxation. Some 
social justice levies will be made, but 
the principle of taxation will be not to 
add greatly, if at all, to taxes. That 
is to be left to the future—after busi- 
ness recovers and prosperity returns. 
In the meantime, as business recovers, 
present taxes, or those which will be 
imposed to take the place of certain 
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excise taxes (gasoline, for instance) 
which will expire by statutory limita- 
tion at the end of present fiscal year, 
are expected to yield increasing reve- 
nues. 

Somewhere around $4,500,000,000 
will be the probable amount of the 
revenues for 1935-36, excluding the 
postal revenues, and omitting such 
items as the processing taxes which are 
not determinable, but are an offset to 
expenditures for agricultural “bene- 
fits.” Thus a surplus of some $600,- 
000,000 is guessed at for the ordinary 
budget. 


Hocus-Pocus in Two Budgets 


The ordinary budget was also bal- 
anced last fiscal year, and there is much 
rejoicing over the certainty that next 
year’s ordinary budget—whatever that 
is—will also be balanced. Senator Rob- 
inson, Secretary Roper and others talk 
as if balancing the ordinary budget 
would be instrumental in giving busi- 
ness a forward shove. Such a balance 
with an enormous unbalance in the 
whole budget has now got to the place, 
however, where it gives business no 
stimulus. When the effort is made to 
distinguish between an ordinary and 
an extraordinary budget the opportu- 
nity for hocus pocus becomes enormous, 
and this is now generally understood. 
In this year’s budget, warships, mili- 
tary barracks, airplanes, motors, wash- 
women, modernistic artists, idle strik- 
ers, successful loafers, and many other 
items that would normally be carried in 
the departmental budgets are now en- 
tered in relief or recovery appropria- 
tions. 

This extra budget will have to be 
trimmed to reassure business. 

It will be increased, rather than cut, 
if the spenders in Congress and the 
emergency agencies have their way. Be- 
cause of the real danger that the two 
groups of spenders (perhaps that is 
why they are called liberals) will suc- 
ceed in giving business a staggering sur- 
prise, there is published herewith a 
sketch of a mild form of what they 
would like. And if business should 
not absorb the unemployed very rap- 
idly before Congress adjourns, the final 
appropriation total will be nearer to it 
than to the forthcoming Presidential 
budget. 


e 
The total appropriations for the cur- 


rent fiscal year were $6,531,000,000, 
and the deficit will be around $2,000,- 
000,000. The outlook now is that, on 
the final show-down, appropriations for 
the next fiscal year will be around 
$9,000,000,000. 

The budget which the President will 
submit to Congress next month may 
not call for so large an amount, but 
allowance must be made for the spend- 
ing spirit, and political compulsion of 
the new Congress. The budget esti- 














November 30, 1934. 

Directors of General Mills, Inc., announce the 
declaration of the regular quarterly dividend 
of $1.50, which is the 26th consecutive divi- 
dend, per share upon the preferred stock of 
the company, payable January 2, 1935, to all 
preferred stockholders of record at the close 
of busi D ber 14, 1934. Checks will 
be mailed. Transfer books will not be closed. 
(Signed) KARL E. HUMPHREY, 

Treasurer. 
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KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number, We urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, The Magazine of Wall 
Street, 90 Broad Street, New York, N. Y. 


‘‘ODD LOT TRADING’’ 
John Muir & Co., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 


‘*‘TRADING METHODS’’ 
This handbook issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 


*‘SOME FINANCIAL FACTS’’ 
An interesting booklet issued upon re- 
quest by the Bell Telephone Securities 
Co. (875) 


ELECTRIC BOND AND SHARE CO. 
Full information or reports on companies 
identified with Electric Bond & Share 
Co., furnished upon request. (898) 


MARGIN REQUIREMENTS, COMMIS- 
SION CHARGES 
Springs & Co., have prepared a folder 
explaining margin requirements, commis- 
sion charges and trading units. Copies 
gladly sent investors and traders. (939) 
MAKING MONEY IN STOCKS 
This booklet, issued by Investors Re- 
search Bureau, will be sent free to in- 
vestors upon request. (953) 
UNITED BULLETIN 
Bulletin giving definite advice on leading 
stocks is issued by United Business Ser- 
vice. Free copy sent on request. (954) 
MARKET ACTION 
A weekly trading bulletin in which de- 
finite buying and selling recommendations 
are presented. Complete transactions are 
assured through weekly follow-up dis- 
cussions on each commitment. (972) 
MARGIN REQUIREMENTS 
Pamphlet showing margin requirements 














and commission charges prepared by 
Emanuel & Co. Copy on request. (973) 
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THE 
SALVATION 
ARMY 


every day of the year and every 
twenty-four hours of each day is 
serving those who need its help, 
without any question of race, 
color or creed. The sole test is 


NEED. 


Last year 13,495,167 ap- 
plications for aid—-spiritual, 
moral and material — were 
dealt with by the 2,000 
Salvation Army Centers op- 
erating throughout the 
country. 


We want our family, like all 
other families, to share in the 
festive rejoicings which mark the 
anniversary of the birth of the 
Prince of Peace with its ac- 
companying message, “Good 


Will Towards Men.” 
Last year 652,918 Christ- 


mas Dinners were given 
to those who could not 
provide their own. Toys 


were given to gladden the 
hearts of 309,913 children. 


All this was made possible by 
the benevolence of a generous 
public. We anticipate an even 
greater demand this year. 


WILL YOU HELP ? 


* Send your gifts to 
COMMISSIONER 
EDWARD J. PARKER 
National Secretary 
THE SALVATION ARMY 
120 West Fourteenth Street 
New York, N. Y 
* Or, if you prefer, to the local 
Salvation Army Center. Gifts 
may be designated for any specific 
purpose or district. 
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Bank, Insurance and 
Investment Trust Stocks 











ACTIVE ISSUES 
Quotations as of Recent Date 


BANK AND TRUST COMPANIES 


Bid Asked 
MENDES Giowiesn sc oesteuleasere 58 60 
Brookiym (4)... .2cssccscvvees 88 93 
Centra! Hanover (7)............. 115 119 
(  _ SSSA eee 2434 26% 
Chemical (1.80) ...............0. 38% 40% 
Lt eS a ag ne re 22 2344 
Corn Exchange (3).............. 4814 49% 
2 SS 174% 1844 
First National (100)............. 1480 1520 
be a 314 319 
oo ec | 1534 1634 
Manhattan Co. (8). ........0.00 2614 28 
Manufacturers (1).............. 2214 2334 
| | a eS 98 101 
CHOWN) coos cscs snsekase 29% 86315 
United States Trust (*70)........ 1620 1670 
INSURANCE COMPANIES 

ANION Mire TARO)... 2. 3. sess 4314 4514 
Aetna Life (.49)................. 18% 20 
PRED Coch cace uted ecae 2214 2334 
Glens Falls (1.69)............... 3434 36% 
tone Be BMGIS . w.6 6 os seein es 43 47 
Great American (1).............. 21 2214 
Hanover F.J(1.60)............... 85% 3714 


INSURANCE COMPANIES—(Continued) 


Bid Asked 
Hartford Fire (2)............... 5714 5914 
RE RS is 6 x oinictes 5-5 na esses 2814 2934 
National Fire (2)................ 57% 5914 
North River (*.85).............. 228% 244 
MED bbc aicb4sss6s 0% e052 70 72 
RENEE wie 'v.os pr ou onvicostees 405 415 
United States Fire (*1.70)........ 44% 4614 
Westchester F. (*1.40).......... 29 3014 
INVESTMENT TRUSTS SHARES 
Amer. Founders Trust 7% Pfd.... 14 17 
Amer. & Gen. Sec. $3 Pfd........ 40 46 
SS rer rere rine 1154 125, 
Collateral Tr. Sh.—A............ 4% 5% 
Corporate Trust—AA............ 2.20 2.33 
Incorporated Investors. . . 16.93 18.20 
Inter. Sec. Corp. of hinabr., Pfd.. 11 15 
SPGMIN TEN chs .cic nk son edcuwaes 11 15 
Nation-Wide Securities B........ 3.05 3.15 
No Amer. Trust Shares 1958..... 2.33 2.60 
Second Intl. Securities A......... 4 1% 
DOW BNO ov siisetecwcbussadess 27 31 
Spencer Trask Fund.. .tseere Ree E79 
U. S. & British Enteral. Pfd.. 6 9 
Uselps Voting Shares............ .53 61 
* Includes extras. ° 











mates were eventually far exceeded last 
year, and the chances are that any 
skimping the President will do will be 
offset by Congress. He may meet this 
situation by asking for elastic emer- 
gency appropriations, which may be 
reduced in actual expenditure should 
business activity recover in a marked 
manner during the next year, and thus 
reduce the amount of public money 
which will be expended on relief and 
pump-priming projects. However, it 
is notorious that once an appropriation 
is made the pressure for its full utili- 
zation is almost irresistible. The prob- 
abilities are that at best the new Con- 
gress in its first session will leave the 
Federal Government as much in the 
red as it will be during the present 
fiscal year. At somewhat less than its 
worst potentialities the “spending Con- 
gress” may run the deficit up to $7,- 
000,000,000. 

Whether that will mean that the 
country will be just that much nearer 
to inflation will depend mainly upon 
whether the Treasury can continue to 
borrow on easy terms. The nation is 
governmentally existing on credit, 
which is as abundant for it as it is 
scarce for private enterprise. When it 
finds the sands of credit running low 
it will have to resort to some manner 
of inflation, although that may not 
necessarily be the printing press way. 








Borg-Warner Corp. 
(Continued from page 209) 





ported profits for the first nine months 
of this year of $2,521,252, an increase 
of better than 150% over results in 
corresponding months of 1933. Be 
cause of the slowing down of the auto- 
mobile industry in preparation for new 
models, the final quarter may not add 
much if anything to earnings. Never: 
theless, the company will show regular 
dividends of $1, and the recently de- 
clared extra of 25- cents, covered by a 
generous margin. 

Funded debt and preferred stock 
ahead of the common totals only $4, 
475,000, and after giving effect to 
charges and preferred dividends, nine- 
months profits this year were equal to 
$2.04 a share on 1,150,919 shares of 
common stock. Last year, the company 
earned 70 cents on approximately the 
same number of shares in the first nine 
months and for the full 1933 year, 
profits equalled 84 cents a share. As a 
matter of fact, the company’s record 
under the conditions imposed by the 
depression, may be regarded as highly 
satisfactory. A loss was suffered in 
only one year—1932—and the deficit 
in that year, after dividends, amounted 
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OW, when the “low prices” since 

July 1st, 1933, provide the basis 
for figuring minimum margin require- 
ments and maximum loan values—‘Ad- 
justable Stock Ratings” gives these on all 
the 1525 leading stocks on the New York 
Stock Exchange and New York Curb 
Market. 


—Revised and published 
monthly 


Here is one more important factor which 
can change monthly—one more factor 
hich “Adjustable Stock Ratings” can 
watch for you. 


Whether you want to keep regularly 
posted on the securities you now hold or 
think of buying—“Adjustable Stock Rat- 
ings” can give you all the statistical 
details you will need to know. 


furthermore, terse, profit-pointing com- 
ments—prepared by practical experts— 
lave you in no doubt as to your imme- 
liate prospects as an investor. 


Adjustable Stock Ratings provides a com- 
wehensive investment service at a very 
mall price as compared with costs run- 
ting up to $40 and $50 and more for 








Maximum Loan Tables” FREE. 














Shares 


| DIVIDENDS _ 


Per! mete | Povette | 











These are the details “Adjustable 
Stock Ratings” give you every month 
on the 1525 leading stocks on the 
New York Stock Exchange and New 
York Curb Market—as well as lead- 
ing bank and insurance stocks—and 
now, the “lows” since July Ist, 1933. 
1. What lines of business are repre- 


sented by the investments in 
which you are interested? 


2. On what exchange are they list- 
ed? 


3. Which industries — which com- 
panies are going ahead? Which 
are declining? 


. What is the funded debt, if any? 


. How many shares of stock are 
outstanding? 


4 

5 

6. What is the par value? 

7. What is the dividend rate? 

8. When is the dividend payable? 
9. What were the 1932 and 1933 


earnings—the interim earnings 
for 1933 and 1934? 


10. What were the 1933—and the 
1934 highs and lows? 


11. What are the ticker symbols? 


12. What are the pertinent facts 
about the early outlook? 








Subscribe Now—Fill in and mail this coupon today 


The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 
Enter my subscription to “ADJUSTABLE STOCK RATINGS” as checked and send me a set of “Minimum Margin and 
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IMPORTANT — Under New Market Regulations 
—the “‘Lows’’ Since July Ist, 1933 


statistical information of this class and 
character. 


—I112 pages, convenient 
pocket-size 


You may only check “Adjustable Stock 
Ratings” on the coupon below—but we 
urge you to consider the special offers 
made there. 


Not only can you take advantage of 
limited-time rates to “Adjustable Stock 
Ratings” and The Magazine of Wall! 
Street—but your subscription to the 
Magazine now entitles you to the ful! 
privileges of our Personal Inquiry Ser- 
vice—enables you to write in for confi- 
dential advice regarding any listed stocks 
or bonds on which you want more de- 
tailed, impartial advice. 


* Your subscription to “Adjustable Stock 
Ratings” at this time will also bring you 
a set of handy, pocket-size tables which, 
using these “lows” as a base, can give 
you minimum margin requirements and 
maximum brokers’ loans at a_ glance. 
These tables were difficult to compile— 
their printing cost has not yet been com- 
puted. But—you can have a copy free 
if you enter your subscription within 
the next 10 days. 
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What’s Ahead for 
the Stock Market? 
These are changing times. Every 
issue of The Magazine of Wall 
Street sees many far-reaching 
developments in the worlds of 


business, economics, politics — 
and investment. 


It is The Magazine of Wall 
Street’s task to see these develop- 
ments as they appear on the 
horizon — to interpret their 
course to the thousands of busi- 
ness executives and investors who 
are its readers. 


By regularly reading The Maga- 
zine of Wall Street you can attain 
a clear picture of the develop- 
ments bearing on business and 
securities markets days, and 
sometimes weeks, before the in- 
formation is available through 
the usual channels. 


You will be always posted on 
your present investments and on 
new opportunities. Timely, in- 
teresting features will keep you 
abreast of developments bearing 
on your business future. 


Take advantage of our special 
“get-acquainted” short-term rate. 
Be sure of receiving the coming 
issues promptly during the im- 
portant months ahead. Every 
issue will contain timely infor- 
mation of real money-value to 
you. 


Mail this coupon—now 


The Magazine of Wall Street 
90 BROAD STREET, NEW YORK 


I enclose $1.00. Send me the four issues 
beginning with your December 22nd issue. 
(1) If you would like to have this special 
offer cover eight issues instead of four, 
check here and enclose $2.00. 








|to only $1,128,668. As a consequence, 
'the company experienced no financial 
strain and with the upturn in earnings, 
current assets have been increased to 
$18,501,872, including cash and securi- 
ties of $10,217,397, as of September 30, 
last. Current liabilities were $3,368,- 
886. 

With broad expansion into other 
fields, while still retaining its dominant 
position as a maker of automotive parts 
for practically every important automo- 
bile manufacturer, Borg-Warner has a 
double-barreled opportunity to “cash 
in’ on business recovery. Next year 
promises to be another one of further 
recovery in the automobile industry and 
if this eventuates, the chances are that 
business generally will be sufficiently 
better to stimulate the company’s sales 
of refrigerators and other household 
products. Financial position would 
permit an increase in the regular divi- 
dend to $1.50, affording a return of 
better than 5% at recent quotations. 
Thus, the shares combine a fair yield 
with better-than-average possibilities for 
gradual appreciation. 





| 





International Harvester 
(Continued from page 207) 








| 
land these items, even during the depres- 
|sion, were not substantially reduced. 
| During the past ten years to 1933, re- 
serves appropriated from earnings 
|totalled approximately $29.50 a share, 
|while actual earnings per share during 
ithis period were less than $25. Asa 
|consequence, the necessity of carrying 
a large inventory and a substantial re- 
|ceivables account through an extended 
lean period has placed no strain upon 
'the company’s finances. 

At the beginning of 1934, current 
assets totalled $232,329,000, including 
cash and securities of nearly $62,000,- 
000. For each $1 of assets, the company 
had only 8 cents in current liabilities. 
In fact, current assets, alone were sufh- 
|cient to meet all liabilities, miscellaneous 
ireserves, $81,692,500 of preferred 
| stock at par, and still leave a balance of 
'more than $98,000,000, or about $23 
a share for the 4,243,317 shares of com- 
mon stock. 

Foresighted policies and careful hus- 
banding of resources has enabled Inter- 
national Harvester to “live on its fat” 
and maintain intact its unbroken divi- 
dend record dating from 1909. In the 
face of world wide chaos, however, re- 
ductions were inevitable and the present 
60-cent annual rate represents a pro- 
gressive reduction from the 1929 rate 
of $2.50. 

After suffering losses in each of the 
three years subsequent to 1930 the 








company this year is practically ce 

to regain profitable operations, althoug 
it is to be doubted that anything 

be earned on the common stock. Qj 
this basis the current market would ap 
pear to accord the shares a generow 
appraisal. Yet in each of the yeam 
from 1926 to 1930 inclusive, over $4 
share was earned on the common and 
the promise of substantial recovery ig 
earnings over the next several yearg 
would seem to be such as to carry con 
siderable weight in determining current 
quotations. As an equity in one of the 
world’s outstanding enterprises, whosé! 
affairs appear to be definitely on the 
mend, the common stock of Interna?) 
tional Harvester, on the whole, offers” 
distinctive speculative inducements. 





Happening in Washington 
(Continued from page 185) . 
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inflationary aspects of the question are] 
for the moment apparently lost sight” 
of. Yet here lies the greatest danger.” 
My prediction is that bonus will” 
be paid next year, probably in full, 
and if not in manufactured money 
will come so near to that sort of 
money as to scare the financially) 
orthodox stiff. 


Straight -thinking and acting” 
American business has incomprehensi- | 
bly tied itself into the worst tape tangle 
in history. This is what business men} 
in N R A have handed to business men ~ 
out of N R A as the process of getting 
a code: (A) Confer with boards repre: 
senting (1) consumers, (2) labor, (3) 7 
industry, (4) research, (5) law. (B)> 
Wrestle with the Deputy Code Ad- 
ministrator until everybody is mad and 
exhausted. (C) Take the mess to the 
Divisional Administrator, who regards” 
it as a consummate bore, and proceeds 
to go over all the ground that already — 
has been gone over. (D) Now comes? 
a grand review by the Review Division, 7 
which specializes on “policy”. (E)7 
Then comes the N R A Advisory 
Board, which belatedly sends it to the 
Advisory Council—it always passes the 7 
buck. (F) The Advisory Council is 
made up of representatives of every’ 
thing which has had a chance at the 
conglomerate. Up to this point, it is 
a tough hurdle. (G) If the battered 
code survives the A. C. it goes to the 
Big Board—the National Industrial Re- | 
covery Board—formerly General John- 
son. This board is sure to disagree; it 
puts off a decision until the afflicted | 
industry rallies enough strength to put 
the code over the goal. By that time | 
the code has to be rewritten. (H) | 
Same process over again; same result 
again—and around again. 
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